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| A Theory of State Leadership 


On ro August 1989 officials of eight northeastern states announced new reg- 
ulations on automobile emissions that were stricter than those proposed by 
President Bush just weeks earlier. Observers and journalists expressed some 
surprise that this initiative by the states exceeded the policy response that the 
national government had formulated. They should not have been surprised. 

Maligned and criticized for two centuries, state governments have argu- 
ably been undergoing a transformation in recent years. Criticisms of state 
parochialism date to Madison’s description of subnational variations on 
national policy as the principal impediment to effective American govern- 
ment.! Since then, state governments have been characterized as backwaters 
for the worst excesses of American politicians and bastions for the most 
shameful of American policies.2 Fear and mistrust of state governments 
greatly contributed to the centralized nature and hierarchical structure of 
domestic policies that now shape American political life. Much of this crit- 
icism was justified, but an alternative perspective is currently gaining sup- 
port.3 Some now argue that some state governments, as the result of a recent 
revitalization, have taken the lead in policy efforts in the United States. This 
perspective asserts that state governments, with some qualifications, “now 
are arguably the most responsive, innovative, and effective level of govern- 
ment in the American federal system.”’4 

How can we analyze this asserted leading role for state governments in the 
federal system? We need to assess both the consistency and the exceptional- 
ism of state leadership. How widespread are appropriate responses to policy 
needs among state governments? What makes the exceptional programs 
outstanding? What impact do they have? To understand the leadership of 
state governments, in this book I consider overall state behavior and the 
actions of leading state programs. 
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Consideration of the former, the overall behavior of state governments, de- 
scribes the variance in state responsiveness and enables identification of state 
leaders in specific policy areas. If we define policy needs as the relative lack of 
publicly demanded goods, the most apparent evidence of responsive state be- 
havior is the ability to match local policy supplied to local policy needed. 
State governments could provide national leadership through consistently 
appropriate responsiveness to societal needs. This is indeed the promise of a 
federal system. However, even those who espouse the state resurgence argu- 
ment do not suggest that this promise has yet been realized. The transforma- 
tion of state governments has not occurred across the board. As a result, vari- 
ance in the performance of state governments is evident in most policies. Thus 
I offer comparative analysis of all fifty states to discuss the extent of respon- 
sive state behavior and to identify state leaders as those state governments 
with the most developed programs in specific areas of policy needs. 

Analysis of the latter phenomenon, the efforts of those state leaders, 
generates answers to basic questions of leadership. What do state leaders do? 
How do they disseminate ideas? How do they affect developments in other 
states? For states to take the lead in policy responsiveness, they must have 
followers. After all, leadership involves not only creativity and innovation, 
but also communication and organization. Therefore, I examine the states 
that have developed responsive programs and discuss the depth and impact 
of their developments. 

My basic thesis is thatState leadership, including both the overall matching 
of response to need and the influence of specific programs, is affected by 
intergovernmental dimensions of the policy involved. These dimensions, to 
be more fully discussed shortly, concern the vertical involvement of the 
federal government in state behavior and the horizontal potential for inter- 
state competition. 

The context of this analysis is the behavior of states and their leadership 
role in the policy areas of pollution control. Pollution control involves many 
specific issues. This analysis is directed at four of them: stationary source air 
pollution, point source water pollution, mobile source air pollution, and non- 
point source water pollution. These four areas are discussed for both prag- 
matic and theoretical reasons. Practically, they comprise some of the most 
important and consequential aspects of environmental protection in the 
United States. Theoretically, they constitute four cases covering a range of 
situations that vary along dimensions important in a federal system of gov- 
ernment. 

Why is analysis of this thesis in this context worthy of consideration? The 
efficacy of pollution control policies, as 1 show in subsequent chapters, de- 
pends heavily on state behavior. Since pollution control is important to qual- 
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ity of life, the prevalence of responsive behavior and the efforts of leading 
states may hold important implications. State policymakers can lead by for- 
mulating appropriate programs, innovating, exceeding minimum standards, 
disseminating ideas, and coordinating other state efforts. If state leadership is 
determined by the federal dimensions of horizontal competition and vertical 
involvement, then the ultimate development and efficacy of those pollution 
control policies will vary according to those same dimensions. 

If my arguments are supported, then states do not consistently shirk their 
policy responsibilities nor do they always provide the momentum behind ef- 
fective policy response. This seemingly simple point contradicts the percep- 
tion by the public that irresponsible state pandering to industry has stimu- 
lated many aspects of pollution control statutes; the characterizations of 
state governments that have shaped interest group behavior on these issues; 
and the analyses that have blamed states for numerous policy failures in these 
areas. It is also counter to excessively positive descriptions of state behavior 
used to justify political demands for the decentralization of domestic policies 
gaining prominence in recent years. If the dimensions of federalism do have 
an impact on state behavior, then the analysis has important implications for 
many American policy efforts. The role of state governments in the initiation 
and implementation of numerous domestic programs may warrant reconsid- 
eration. Reconsideration will benefit from analysis that accounts for the ef- 
fects of structural dimensions of federalism. 

This chapter is designed to accomplish several things. First, this antro- 
ductory section has identified the leadership of state governments as the de- 
pendent variable, the phenomenon to be explained. Next, I utilize different 
perspectives on federalism to build a model of state behavior. The extant 
literature suggests that overall state behavior is variable and subject to nu- 
merous influences besides policy needs. Third, I place the model within the 
federal context by describing dimensions for differentiating the federal pol- 
icies that states must implement. Horizontal competition: and vertical in- 
volvement are defined as the dimensions of federalism. The completed model 
is then used to generate hypotheses about the extent, depth, and impact of 
state leadership in specific policies. Fourth, I provide some background for 
the following chapters by discussing pollution control prior to the significant 
federal interventions of the 1970s and the subsequent differentiation of pol- 
icies. Finally, I discuss the design of the remainder of the study. 


A Model of State Government Behavior 


bef mattel. Policies are not simply created by national officials and then 
routinely implemented by state and local governments as if they were un- 
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questioning automatons in some Weberian machine. Rather, state officials 
} make policy and adjust national efforts to match parochial circumstances. 
| Here lies both the danger and the promise of federalism. The danger of a 

federal system is that subnational policymakers will respond only to private, 
not public, demands, thereby skewing policies to the extent that outcomes no 
| longer match national intentions. The promise of a federal system is that 
\ subnational autonomy will provide flexibility, innovation, and efficiency by 
( allowing policymakers who are close to the scene to tailor policy efforts to 
| local public needs. For state governments to be leading policy efforts, state 
M responses must be appropriate. 

State responses to policy needs have not displayed the extremes in per- 
formance that would validate either the worst fears or the highest hopes of a 
federal system. State policies are neither totally dominated by internal eco- 
nomic considerations nor completely responsive to public needs. A model of 
state government behavior must therefore include factors suggested by sev- 
eral perspectives. This section reviews those perspectives. 

The general argument motivating this review is that no single factor domi- 
nates state behavior. If any one factor alone did determine state behavior, 
then further examination of the leadership role of state governments would 
be unnecessary. For example, if the severity of the problem at hand solely 
determined state responses, then all one would need to know to understand 
state behavior would be the level of policy need. Responsiveness would be 
constant and the potential impacts of leading state programs would not mat- 
ter. Dissemination of state innovations across state lines, coordination of 
state efforts, and the willingness of state officials to exceed federal guidelines 
would be inconsequential. Thus, perfect matching of state response to state 
need is offered as the fallible argument, or “straw man,” that is to be coun- 
tered by other perspectives. 


Hypothesized matching of response and need 


Political analysts have long extolled the virtues of a system of government 
that enables close contact between the people and the policymakers. Montes- 
quieu praised small republics wherein “the interest of the public is more ob- 
vious, better understood, and more within the reach of every citizen.” A 
system of federalism wherein different levels of government share respon- 
sibilities can therefore not only provide buffers to dangerous concentrations 
of power, but can also facilitate citizen participation and involvement in im- 
portant decisions at subnational levels: As a famous exponent argues, the 
“virtue of the federal system lies in its ability to develop and maintain mecha- 
nisms vital to the perpetuation of the unique combination of governmental 
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strength, political flexibility, and individual liberty, which has been the cen- 
tral concern of American politics.”7 Hypothetically, subnational policies can 
and will be directed at the problems at hand by interested, involved citizens. 

This classical perspective has been the subject of renewed interest in recent 
years. In the late 1980s, following a period during which subnational levels 
were criticized for seeming to be unresponsive, some observors described a 
revitalization of state governments that promised an important role for the 
influence of policy needs on state behavior. State governments were charac- 
terized as building responsible and professional political institutions that 
could provide effective policy responsiveness to current problems.’ These au- 
thors described state governments as potentially “the new heroes of Ameri- 
can federalism, implementing national policies throughout their borders in a 
responsible and responsive manner.”? For intergovernmental programs, this 
argument suggested significant potential for responsible and professional im- 
plementation of domestic policies. Several reasons underlie this perspective. 

First, representation has become more equitable. Due to civil rights legisla- 
tion and judicial decisions such as Baker v. Carr (one person, one vote), states 
now benefit from ideas and perspectives from a variety of previously unheard 
viewpoints. Considerable evidence for this development exists. For example, 
between 1970 and 1988, the number of black state legislators doubled and 
the percentage of women holding state office quadrupled.!° These develop- 
ments do not by themselves guarantee higher quality legislation at the state 
level, but they do suggest increased potential for fresh ideas and approaches. 

A second and related reason is that participation in state policy processes 
has increased. Technically, federal statutes mandate notice and comment 
procedures wherein relevant parties are encouraged to attend public hear- 
ings. Environmental statutes mandating public participation include the Fed- 
eral Water Pollution Control Act, the Resource Conservation and Recovery 
Act, and the Comprehensive Environmental Response.!! Further, interest 
groups such as environmentalists are motivated to utilize these mechanisms 
at the state level. The responsibility of state governments for many issues of 
concern to environmentalists is widely recognized as “part of the legacy of 
Ronald Reagan’s presidency.” !2 Whether or not increased participation fos- 
ters responsive programs is an arguable prospect, but it does ensure that 
viewpoints other than those of traditional economic interests will be heard. 

Third, following a brief period of fiscal restraint exemplified by Proposi- 
tion 13 in California, some states responded to decentralization during the 
economic downturns in the early 1980s by levying more taxes and then, sub- 
sequent to economic recovery, found themselves with fiscal surpluses.13 
Those surpluses allowed state policymakers to increase expenditures at a 
faster rate than was occurring at either the national or local levels.14 One can 
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only take this argument so far, for the record of state governments in replac- 
ing the federal cuts of the Reagan administration was hardly uniform.15 
However, one could still argue that.state policymakers did develop new 
sources of income, such as lotteries, which may enhance independence in 
future years. 

Fourth, while mobility between state and national office has always been 
pursued by politicians, greater visibility and more extensive media attention 
in recent years has enhanced the importance of a state official’s record. One 
need look no further than the candidacy of Massachusetts governor Dukakis 
in his 1988 presidential bid for evidence of this phenomenon. The increased 
visibility of subnational policymakers provides a rational reason to expect 
ambitious state officials to pursue responsible policies. 

Fifth, the development of state political institutions has fostered competi- 
tion in the policy arena. Competition often takes the form of innovation and 
new ideas, thereby providing policy leadership. Evidence for institutional 
growth is found in all branches. Governorships have centralized and consoli- 
dated. All but three states now have four-year terms for their governors and 
allow successive terms. Further, governors now have power to make more 
appointments and veto more legislation.!¢ All but seven state legislatures 
now meet annually and have become more like the national legislature in 
terms of longevity, salaries, and committee structure.!7 State courts have be- 
come more active and more involved in numerous areas. !8 Finally; state bu- 
reaucracies have paralleled elected bodies in their growing sophistication and 
professionalization.!9 While the impact of each individual change is debata- 
ble, together they at least suggest increasing activity at the state level. 

The state resurgence argument suggests reconsideration of the role of need 
in determining state behavior. If states have indeed developed responsive in- 
stitutions, then at least some correlation between need and response could be 
expected.\Several empirical analyses have dampened these expectations. 
Work on air pollution and hazardous waste policies in the late 1970s and 
early 1980s showed little evidence of “matching.”2° Analyses of hazardous 
waste and groundwater policies in the latter part of the 1980s also display a 
rather weak relationship between severity and state responsiveness.2! Even 
early proponents of the state resurgence argument acknowledge that other 
variables besides policy needs, such as available resources, affect state be- 
havior.22 

This literature suggests wariness in heavy reliance on the matching hy- 
pothesis to explain state behavior. While some correlation between severity 
and response may be evident, state behavior is likely to be affected by other 
factors as well. Still, the need variable is important to this study for several 
reasons. First, some correlation between severity and response is expected, 
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but that correlation may vary across policies depending on the influence of 
other factors that I discuss below. Variance in matching suggests the potential 
for influence from leading state programs on overall state behavior. Second 
and related, inclusion of the severity variable in the model should aid identi- 
fication of the conditions under which states do respond to public needs. 
Third, leading state programs can be identified in those states that display 
responsive behavior to severe pollution problems. The need variable in this 
study is measured by actual levels of pollution and by the presence within the 
state of sources that contribute to pollution problems. 


« Alternative hypotheses of state behavior 


As rational as the matching hypothesis may sound, various literatures sug- 
gest that other economic or political variables also affect state behavior. In 
fact, matching has rarely been a popular characterization of state behavior in 
American political analysis. Rather, state governments have been character- 
ized as responding to factors other than need. Several of these alternative 
perspectives are considered below. 

—— Paved with national intentions. If the road to hell is paved with good inten- 
tions, then the most critical view of state governments is that the road to 
federal policy failure is paved with state modifications of national intentions. 
This perspective suggests that private parochial interests at the state level 
modify national policy efforts to the point that policy outcomes reflect very 
little of stated intentions), Madison may have been the first to offer this view- 
point, but he was hardly the last.23 Analysts since Madison have suggested ,; 
that\ powerful private interest groups within the state determine state be- || 
havior in pollution control policies. 

(This interest group perspective is based on the expectation that state and 
local policymakers are indeed closer to the people, but also that certain 
groups of people utilize that proximity more effectively than do others. In 
particular, organized and powerful interests dominate policy at subnational 
levels. The discriminatory policies of the southern states as determined by 
powerful white factions exemplifies this indictment.2+ Subnational policy- 
makers subvert federal intentions because, even if not part of the organized 
interests, they are part of the existing power arrangement that depends on 
support from powerful groups.25 Some states are particularly susceptible to 
internal pressure and thus display relatively weak programs. 

The important factor that varies between states in this perspective is the 
indigenous presence of relevant interest groups. Although interest groups 
were originally the focus of political scientists, recent economic models of 
subnational behavior display an awareness of the potential strength of this 
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variable.2¢ Interest groups can aid state policymakers by supplying informa- 
tion and resources as well as apply pressure by withholding, or threatening to 
leave with, the same. Thus the stringency of state regulatory policies varies 
inversely to the strength of indigenous economic interest groups. This result 
is quite the opposite from that postulated by the matching hypothesis. 

In terms of pollution control policies, this perspective suggests that subna- 
tional policymakers avoid confrontation with polluters and instead design 
their policies (or avoid them altogether) to appeal to organized economic 
interests. The literature on hazardous waste cited above-finds that the pres- 
ence of waste-generating industries can have a strong influence on non- 
responsive state behavior.2”7 Since appropriate state leaders are unlikely to 
develop in areas of heavy pollution, according to this argument, implementa- 
tion of national intentions is ineffectual, and innovation by state and local 
governments is nonexistent. The economic interest group variable is mea- 
sured by the relative contribution of polluting groups, farmers or utilities for 
example, to each state’s economy. 

Money talks».The “affordability model” of federalism portrays state gov- 
ernments as heavily dependent on available resoures for programs.2® Both 
economists and political scientists recognize the importance of resources 
available to state policymakers. States with more money can more likely af- 
ford essential services and can innovate with responsive new techniques.??- 
This implies that states with wealthier citizens have a larger base from which 
to fund policy programs such as environmental protection.3° States with 
greater resources may be less likely to depend on federal support for pro- 
grams and may feel less compelled to compete for other sources of income. 

This perspective suggests that leading states may develop in areas of heavy 
need, but only if those areas are states with abundant resources.\ One reas- 
sessment of the state resurgence argument by its own pioneers cites the im- 
portance of “resource richness” in determining state behavior.3! Abundant 
state resources depend upon the relative affluence of the state’s population. 
The most common measure for citizen affluence, and the one that this study 
uses, is per capita income. Hypothetically, higher per capita income leads to 
stronger state programs. 

The impact of political culture. Some argue that each state’s own political 
culture determines its policies. Political culture can be defined as “the particu- 
lar pattern of orientation to political action in which each political system is 
embedded.”32Presumably, states have a higher tendency to foster responsive 
programs if they enjoy dynamic institutions with high citizen awareness and 
professional avenues for concern. This argument suggests that states are 
more likely to have strong environmental programs if the citizens of the state 
are oriented to government involvement in important decisons.> 
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This variable can be operationalized in several ways. One measure utilizes 
an index combining constituent awareness with party responsiveness so that 
an increase in either component makes the index higher. Constituent aware- 
ness is usually measured by voter turnout in state elections. Party responsive- 
ness has been measured by the relative presence of one party in the state 
legislature or by competitiveness of the two parties.33 The closer to an even 
split between the two parties in elected representatives, the more dynamic the 
culture.34 A second way to measure political culture utilizes the argument 
that certain states are more conducive to public decision making because 
their citizens have a “moralistic” view of communal public interest. This 
view emphasizes public concern, welfare, and participation. States can be 
characterized as either moralistic, individualistic (market-oriented), or tradi- 
tionalistic (status quo-oriented).35 Finally, this variable can be measured in 
simple terms of partisanship based on the argument that Democrats lend 
more support to environmental efforts than do Republicans.3¢ When Demo- 
crats dominate a state house or legislature, then hypothetically the state has 
more developed environmental programs. In the following equations, I rely 
mainly on the first operationalization. Where dramatically different impacts 
occur from other measures, they will be made explicit. 

Federal aid. Many analyses of the federal system suggest that political in- 
fluence on state programs can be supplied by the national government 
through the application or withholding of grants.3” This variable is not unre- 
lated to those above. For example, increased federal aid may make programs 
more affordable. Further, more dynamic political cultures may stimulate the 
flow of more federal funds into the state. Hypothetically, those states with 
the greatest federal support have the most developed programs. As a result, 
leading states are not determined by factors indigenous to the states but 
rather by the external influence of federal financial resources. 

This potential impact is operationalized in this study with actual amounts 
of aid when available. Unfortunately, the data are often incomplete, espe- 
cially since the Reagan administration reduced collection and reporting. 
Nevertheless, the variable is measured in actual dollars, usually per capita, 
contributed to each state for each specific policy. 


Expected performance of the model 


Understanding state leadership requires assessing the impacts of these hy- 
pothesized independent variables. Since each perspective contains some po- 
tential validity, all are incorporated into one model of state behavior, which 
can then be placed within the context of a federal system. Some of the most 
accurate current models of state behavior account for at least some factors 
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similar to those described above.38 Nearly all of the equations in the follow- 
ing chapters include measures of the severity of the problem, presence of 
relevant interest groups, relative affluence, political culture, and federal aid. 

To summarize, I expect that no single variable in the model determines 
state behavior. As the literature on state variance suggests, states vary in their 
own capabilities and their susceptibility to pressures. For instance, one recent 
model categorizes states in terms of institutional capacity and dependence on 
federal aid in environmental issues. I do expect that there is some correla- 
tion between need and response, particularly in leading state programs. 
However, that relationship over all fifty states could be weak and could be 
affected by the presence of the other variables. 

I also expect that this model may not be enough to explain the total leader- 
ship role of state governments. The model describes variance between states 
within policies, but what can account for the differences in variance across 
policy lines? For example, do more states exhibit responsive matching in one 
policy than in another? Further, assessing the impact of state governments on 
national policy efforts requires consideration of not only the variance be- 
tween states, but also the exceptionalism of some. If the efforts of leading 
states substantially exceed those of other states, then the potential impact of 
state leaders is significant. If state leaders can influence other state govern- 
ments, then altering federal grants and modifying internal factors, such as 
resources, are not the only means to change the programs of weak states. 
State governments, even if their efforts are not uniform, can provide national 
leadership in policy responsiveness. Overall state behavior can be signifi- 
cantly affected by the actions of state leaders. The following section proposes 
a theoretical framework within which to place the model of state government 
behavior. 


The Dimensions of Federalism 


State leadership in national policies is affected by the horizontal dimension of 
interstate competition and the vertical dimension of federal involvement. 
This section describes these dimensions of federalism as inherent in the defi- 
nition of subnational governments in a federal system. 

States in a federal system are political entities that differ from a national 
unit in two important respects. First, they number more than one. If only one 
existed, then indeed that state would be the national unit. Because more than 
one exists, the potential is created for horizontal competition between units. 
Competition may be over valuable resources and/or the import/export of 
commodities, including externalities.4° Second, states are subnational en- 
tities. When united in any fashion, coordination and cooperation is possible 
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Figure 1. Dimensions of Federal Policies affecting State Leadership 


through top-down direction. Thus the potential for vertical involvement and 
subnational reliance on federal initiative is created. 

These two dimensions of federalism) are depicted in figure 1. The axes 
should be thought of as scales rather than dichotomous variables. My thesis 
is that these dimensions significantly affect the leadership and coordination 
of state efforts. As discussed below, the effects of the dimensions are recipro- 
cal. The horizontal dimension of interstate competition influences vertical 
relations between states and the national government. The vertical dimen- 
sion of federal involvement affects horizontal cooperation across state lines. 
The primary purpose of the typology is to facilitate systematic analysis of 
state behavior under different circumstances.)To preview the overall organi- 
zation of the work, I have placed the four pollution control policies to be 
examined within the four cells of the figure. This placement is based on char- 
acteristics to be described shortly. 


Horizontal competition 


The dimension of horizontal competition is inherently important in the 
American political system. In most of this analysis, this dimension refers to 
competition over economic resources rather than competition over innova- 
tions. Recognition of potential and real competition over resources between 
states actually predates the Constitution. Shapers of that document recog- 
nized that the Articles of Confederation provided few mechanisms to restrict 
state competition for western land and foreign commerce.*! The Constitu- 
tion created a framework for influencing competitive state behavior but re- 
tained considerable state autonomy and thus the potential to compete. 
Each policy area involves some potential for competition. As described 
below, the subject of the policy itself—polluters or pollution in the context of 
this book—may be more or less likely to cross state boundaries. Increased 
and meaningful mobility enhances state competition. If the federal govern- 
ment were to specify all possible behavior by the states, then state action 
would be uniform and would preclude competition. This is, of course, highly 
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unlikely. As many political scientists have explained, strong incentives exist 
for national policymakers, especially members of Congress, to pass vague 
legislation and leave details to some other entity.42 Regulatory statutes, in 
particular, “tend to be vaguely drawn.”43 While the literature has concen- 
trated mostly on national bureaucracies filling in the details, the task often 
falls to state governments. 

Within each policy area, states may simply comply with stated federal re- 
quirements and utilize discretionary behavior to compete with their neigh- 
bors for economic resources. Or state policymakers may exceed minimum 
federal expectations with more stringent regulations, more innovative pro- 
cedures, and more experimental approaches. State leadership involves the 
willingness of state governments to supersede explicit federal standards. I 
argue that the potential for horizontal competition within a policy signifi- 
cantly determines the willingness of state policymakers to exceed federal 
guidelines. 

This argument is based on recognition of the power of interest groups as 
they exercise options of exit and voice.*4 Exit is the ability of an individual or 
a group to leave a market or political district. Voice is the ability to demand 
compliant behavior by some authority. The application of these concepts to 
public policy in a federal system is based on simple concepts of supply and 
demand. States supply public goods. Constituents demand policies that pro- 
vide their preferred mix of goods. According to the famous Tiebout Hypoth- 
esis, “The consumer-voter may be viewed as picking that community which 
best satisfies his preference pattern for public goods.”45 Complete mobility, if 
it could occur, would enable an optimal match of consumer preferences and 
public policies, an ideal outcome known as “fiscal equivalence.”4® 

Incomplete mobility produces a more realistic, and perhaps less optimal, 
outcome. In many cases, constituents would rather not move and so attempt 
to use the threat of relocation to encourage states to adjust public policies 
closer to their preferences. The threat of exit enhances the power of voice for 
those interests. National policy intentions may be relegated by states to sec- 
ondary status behind the immediate demands of important constituents. For 
example, states may compete for industries through lax pollution control 
policies. 

‘State behavior in regulatory policies such as pollution control is par- 
ticularly sensitive to horizontal competition because, by definition, these pol- 
icies impose costs and benefits, thereby creating “losers” and “winners.”47 If 
regulatory policies are implemented at subnational levels, then the threat of 
relocation is a potentially significant tool of leverage for targeted “losers” of 
policies. In particular, most regulatory, especially pollution control, policies 
target certain elements of business and industry. > 
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The argument that these groups use the threat of relocation to alter subna- 
tional behavior can take either of two forms. The strong form asserts that 
businesses do and will relocate to areas where policies match their prefer- 
ences, thus creating incentives for state policymakers to alter behavior. The 
milder argument, one of anticipated reactions, suggests that whether or not 
businesses do relocate, state policymakers behave as if they might. In other 
words, the threat of exit makes the voice of demands even louder. 

Evidence for the strong argument has been, for the most part, negative. 
Although the occasional study has suggested that consumers do “vote with 
their feet,” most studies of business regulation find little evidence for industry 
relocation based on specific policies.48 In particular, these studies admit that 
business location decisions are much more likely to be determined by factors 
such as labor and markets rather than by specific subnational policies.49 
Even translating stringent regulations into taxation policy (to fund regula- 
tory efforts) does not, according to some studies, significantly increase the 
effects.5° A Conservation Foundation project on industrial plant siting, for 
example, concluded specifically that environmental laws do not drive indus- 
try from one state to another in search of lax standards.5! In addition to this 
empirical evidence, a theoretical argument suggests that, analogous to na- 
tional legislators, state policymakers respond only to their immediate (i.e., 
district) constituents and are therefore not influenced by threats to the econ- 
omy of the whole state. 

On the other hand, several factors temper these negative results, a temper- 
ing that motivates consideration of a milder alternative. First, these studies 
are usually based on interviews of business, not political, decision makers.52 
The results, therefore, do not explicitly reflect the behavior of states. For 
example, the Conservation Foundation study concentrated mainly on indus- 
trial decision making and very little on state actions.53 Second, the breadth of 
these studies obscures the possibility that for some firms, specific policies 
(such as OSHA regulations for a labor-intensive firm) may be crucial.5+ Third, 
the argument that state politicians will hold little regard for the relocation 
effects on the whole state is debatable. Much of state policy-making is deter- 
mined by the executive branch, which by definition must be concerned with 
the entire state. In addition, ambitious state politicians must necessarily rely 
on the record of their entire state to support claims of effective prior ser- 
wicess 

The milder alternative suggests the possibility that state policymakers per- 
ceive the potential of business relocation and modify state policies accord- 
ingly. In other words, even if it is true that few industries base relocation 
decisions on differentiated policies, that does not mean that states do not 
compete through such policies. Most states desire at least some economic 
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development, and nearly all states do have offices that are specifically respon- 
sible for it. Even if efforts to attract external businesses are unsuccessful, the 
practice continues. 

Indeed, states can and do offer location incentives such as tax breaks, tax- 
free industrial development bonds, and tax-free financing for pollution con- 
trol equipment.>® According to one survey, competition through these incen- 
tives has intensified dramatically during the 1960s and 1970s.57 Regardless 
of the success of these efforts, certain pressures exist to maintain the competi- 
tion. First, the occasional story of a business being enticed by local policies 
enhances the perception that such behavior is widespread. Such perceptions 
are only reinforced by publications advising businesses as to relocation deci- 
sions that utilize stringency of standards as a significant criterion.5* Second, 
all parties are hesitant to take the first step toward moderation of behavior. 
Each state thinks that if it reduces costly development incentives, it may lose 
important constituents in the time it takes for their neighbors to follow suit. 
Further, state policymakers fear placing their own industries at a competitive 
disadvantage to industries in neighboring states.5? Finally, within state gov- 
ernments, bureaucracies such as the economic development agencies press 
for continuing such behavior simply to keep themselves in operation. 

In addition to recognizing that states may compete over resources, a theory 
of state behavior that accounts for interstate exit recognizes that interaction 
between states may also include competition over territorial rights. Exit in 
this case can take the form of one state’s produce. Indeed, state borders do 
not obstruct the flow of commodities such as pollutants that are carried by 
air and water. Thus the quality of the air and water in one state may be 
affected by the external produce from neighboring states. The transfer of 
unwanted contaminants across state lines may do as much to increase the 
tension between states as does competition for businesses and industries. 

States may interact by designing their policies in response to the actions of 
their neighbors or precisely because their neighbors cannot respond. The lat- 
ter occurs when externalities cross state borders. If a state can enjoy the bene- 
fits of some activity while exporting the negative consequences, then its own 
perceptions toward that activity may be affected. For example, a polluting 
state may maximize its own benefit-cost ratio by placing all of its factories 
just inside its downwind and downstream borders. 

In this analysis, pollution control policies are differentiated according to 
the potential for polluter relocation and interstate transfer of externalities. 
Together, these two phenomena suggest that the greater the potential for 
horizontal competition between states, the more likely it is that states will 
simply do what they have to in response to federal demands. State leadership 
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in supersedure of minimum federal demands is more likely when interstate 
competition is less prevalent. 


Vertical involvement 


The second dimension affecting state behavior inherent in a federal system is 
that of vertical involvement. Even the loosest confederation of subnational 
units creates some mechanism that may exert vertical influence on its mem- 
bers. Political scientists have long realized the importance of vertical influ- 
ence. Madison urged extension of the vertical sphere to involve a greater 
number and diversity of interests and thereby avoid “tyranny of the major- 
ity.”©° Political analysts since have described and debated shifting trends of 
national involvement in state behavior.®! 

Each policy area involves a different type of vertical involvement. As de- 
scribed below, the legislation and statutory language of the policy mandates 
the amount and sort of federal influence on state behavior. At one extreme, 
when the national government is completely removed from a policy, states 
act completely autonomously. Such a possibility is no longer likely as the 
national government has become more involved in most domestic policies 
over the last fifty years. At the other extreme, the federal government is so 
involved in state decisions as to preempt state autonomy. This is also unlikely 
and becoming even more so. Not only would complete preemption be coun- 
ter to two centuries of tradition, but national assumption of state expenses is 
a dubious prospect in a time of increasing federal deficits. Thus vertical in- 
volvement varies between these two extremes. Policies are differentiated in 
this book according to the degree of vertical involvement. 

Vertical involvement affects state leadership. State leadership involves co- 
operation in, competition over, and dissemination of innovations and ef- 
fective practices. Federal intervention can facilitate coordination and com- 
munication of state efforts. The process can involve signaling, cue taking, 
information exchange, development of professional associations, and coor- 
dinated research. Diffusion of progressive efforts is crucial to the evolution of 
progress in a federal system. In fact, the seminal piece in the literature on 
innovation suggests that “this process of competition and emulation, or 
cuetaking, is an important phenomenon which determines in large part the 
pace and direction of social and political change in the American states.”62 
That work and other previous efforts analyzed variation in innovation across 
states. I emphasize variation across policies. I argue that the greater the ex- 
tent of vertical involvement in a policy, the quicker the coordination of lead- 
ing state efforts. Change through dispersion and emulation of innovation is 
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fostered by open lines of communication that can be maintained by vertical 
hierarchy. Without vertical facilitation of change, rapid development of pro- 
grams by all states is unlikely. 

Why would autonomous state behavior not result in cooperation and co- 
ordination? The theoretical basis for this argument derives from the concept 
of power in a narrow setting.©3 The more narrow the scope of conflict, the 
more advantage to the organized interest and the more pressure to maintain 
the status quo. Pressure for the status quo from private good interest groups, 
such as business and industry, is theoretically more effective at the state level 
than pressure for change from public good groups, such as environmental- 
ists. Political scientists have argued that subnational policymakers are par- 
ticularly susceptible to the pressure from those interest groups involved in the 
policy to be administered.°* Pressure can. take the form of lobbying, cam- 
paign financing, providing information and resources, employment oppor- 
tunities, and the breeding of familiarity. These pressures can be so strong, 
particularly at subnational levels, that policymakers may become “cap- 
tured,” serving rather than regulating private interests.©> One empirical ex- 
ample of behavior to avoid potential capture at subnational levels is the man- 
dating of regular transfers of agency personnel in order to negate the 
development of close allegiances between employees and local groups.®® 

What advantages do private good groups enjoy over public good groups at 
subnational levels? Perhaps the largest advantage to private good groups at 
the state level concerns “free riders.” “Free riders” are noncontributing mem- 
bers of interest groups who enjoy the fruits of others’ labors.®7 For example, 
a doctor who is not a member of the AMA but who benefits from their 
achievements is a free rider. Free riders can sap groups of their greatest 
strength, the strength in active members. The potential for damage from free 
riders differs between private and public good groups at the state level for the 
following reasons. 

For industry, the interest group is made up of organizations each moti- 
vated by the pursuit of higher profits. Since this is also the motivation for the 
interest group, no disparity exists between internal and external goals. Fur- 
ther, because the costs involved in regulatory policy are concentrated, a nar- 
rowing of the sphere diminishes the attractiveness of a free rider strategy for 
organizations. Those who do not utilize voice to attempt to influence policy 
are destined to suffer the costs of the regulation: lower profits. Businesses can 
and do free ride, especially at the associational level, but their policy prefer- 
ences and impact on local economies are generally fairly obvious. 

With diffuse benefits, however, public good interest groups face a different 
set of internal dynamics. The perceived efficacy of the organization must re- 
place profits as the motivating factor for members’ activity. Individual mem- 
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bers of noneconomic interest groups are more willing to contribute when 
they perceive higher personal efficacy in striving for the group-pursued 
goal.68 Those perceptions can be manipulated by group leaders. In a federal 
system, one powerful means for leaders to achieve a perceived level of impor- 
tance high enough to attract and maintain members is to concentrate on is- 
sues in the national limelight. With national publicity, the goal itself attains 
greater significance and the individual member feels that his or her effort is 
more crucial. This is one reason why public good interest group activity is 
more likely to be concentrated at the national rather than at subnational 
levels. 

Another difference between private and public good groups that also ac- 
crues to the former’s advantage at subnational levels is the simple fact that 
the former are made up of organizations whereas the latter must become 
them. Businesses need worry less about creating efficient new lobbying or- 
ganizations. Further, their efforts can be expressed through single representa- 
tives. Public good groups, on the other hand, must mobilize grass-roots sup- 
port to legitimize their points of view. They must become organizations 
rather than funnel the preferences of existing ones. In doing so, public good 
groups recognize that they enjoy greater economies of scale by building one 
large organization at the national level instead of different ones for each indi- 
vidual state. 

Conceivably, federal involvement can moderate the inertia created by pri- 
vate good group advocacy for the status quo in otherwise autonomous state 
programs. Each policy entails some form of involvement by the federal gov- 
ernment. If that involvement enhances communication and coordination 
across state lines, then the efforts of leading state programs can be more 
rapidly emulated and disseminated. Why would leading states even bother to 
utilize the federal government to stimulate the performance of lax states? 
Lead states may desire to diminish the gap between themselves and their less 
stringent counterparts to negate competitive relocation advantages offered 
by states with lax regulation. Without federal mechanisms for dispersion of 
innovations, such diminution remains difficult. 


Policy differentiation in a federal system 


These arguments necessitate consideration of the impacts of the dimensions 
of federalism on state leadership. Accounting for the differences in the im- 
pacts of federal dimensions requires differentiation between policies. Policy 
differentiation has received increasing attention in the federalism literature. 
Whereas much of the early work on federal systems concentrated on broad 
characterizations of federal aggrandizement or centralization versus decen- 
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tralization questions, some of the most revealing recent work differentiates 
policies by issue area and type of federal involvement.®? In this book I dif- 
ferentiate pollution control policies according to the potential for interstate 
competition and the autonomy awarded subnational governments. Reasons 
for the categorization of each policy area will be given. 


The Model in the Context of Pollution Control Policies 


Hypothesized impacts of the dimensions of federalism 


Perhaps because the emphasis on state leadership is so recent, many impor- 
tant questions remain unanswered. How important is state leadership? Do 
state leaders develop in areas of greatest need? Do state leaders develop pol- 
icy beyond minimum federal requirements? Are innovations and develop- 
ments in leading state programs disseminated and coordinated across state 
lines? I address these questions by examining a model of state government 
behavior in policies that are differentiated along dimensions of horizontal 
competition and vertical influence.,I offer three hypotheses concerning the 
leadership role of state governments. The first measures the prevalence of 
state leadership. How many states show responsive behavior in terms of 
overall matching between need and response? The second and third hypoth- 
eses address the actions and effects of leading state programs. Do they inno- 
vate? Do they coordinate their efforts? 


Hypothesis 1. Some correlation between severity and response will be appar- 
ent at the state level, but overall matching will vary according to the dimen- 
sions of federalism: 

a. when vertical involvement is low and horizontal competition is high, 
matching will be less apparent; 

b. when vertical involvement is high and horizontal competition is low, 
matching will be more apparent; 

c. when vertical involvement and horizontal competition are both high or 
low, matching will depend on other variables. 


This hypothesis tests the consistency of responsive state behavior. What is the 
extent of state leadership? The hypothesis acknowledges the finding in the 
literature that states vary in terms of their responsiveness to problems, but 
argues that variance differs across policy lines. In the extreme, if vertical in- 
volvement were absent and horizontal competition were dominant, the vari- 
ance between states would be greatly exaggerated by the presence of power- 
ful economic sectors. If those sectors create policy needs, as in air and water 


A Theory of State Leadership 19 


pollution, matching would be nonexistent. On the other extreme, if vertical 
involvement were complete and horizontal competition nonexistent, then 
the variance between states would be largely determined by the federal gov- 
ernment. If national intentions emphasized policy responses, as in air and 
water pollution, then matching would be quite high. Between these two ex- 
tremes, the relative impact of federal dimensions affects the prevalence of 
state responsiveness. When the dimensions balance, some matching is likely, 
but overall state behavior is influenced by other variables as well. 


Hypothesis 2. The lower the level of interstate competition in a policy area, 
the more likely that leading state programs will supersede federal guidelines. 


This hypothesis concerns the exceptionalism of leading state programs. 
What is the depth of state leadership? The horizontal dimension of competi- 
tion hypothetically influences a vertical state response, the willingness to ex- 
ceed federal standards. When policies involve less competition for states 
from their neighbors, leading state policymakers may be less hesitant to sur- 
pass minimum expectations. Supersedure of federal guidelines includes inno- 
vations, experimentation, and the utilization of greater stringency than re- 
quired. 


Hypothesis 3. The higher the degree of vertical involvement in a policy area, | 
the greater the dissemination and coordination of leading state efforts. — 


This hypothesis addresses the influence of leading state programs. What is 
the impact of state leadership? The vertical dimension of federal influence 
hypothetically affects a horizontal phenomenon, diffusion of leading efforts 
across state lines. When policies enable states to utilize the federal hierarchy, 
leading state policymakers can more easily share their efforts. Diffusion in- 
cludes interstate agreements, seminars, imitation, and emulation. 


The context of pollution control policies 


Testing of these hypotheses is conducted within four specific pollution con- 
trol policies. The four policies are shown within the cells of figure 1. These 
policies are selected for two reasons. The first reason is substantive. Air pol- 
lution is emitted from both stationary (factories, utilities) and mobile (auto- 
mobiles, trucks) sources. Water pollution is discharged from both point (fac- 
tories and municipalities) and nonpoint (diffuse such as farms and mines) 
sources. Each category constitutes roughly half of the pollution load for that 
particular medium. For example, diffuse sources of water pollution contrib- 


20 The Dimensions of Federalism 


ute roughly half of the contaminants now fouling American waters. Each of 
these four categories is addressed by a different set of national and state pro- 
grams. Each category involves serious pollution problems. 

The second reason is theoretical. Environmental policy has been and will 
continue to be an important issue area for state behavior. It thus can serve as 
a signpost for judging state performance.7° These four policies cover a range 
of circumstances that vary along the dimensions of federalism that have been 
described. Those dimensions are depicted as the axes of the two-by-two cell 
in figure 1. Placement on the horizontal axis is determined by the nature of 
the pollution and categorizes policies as involving high or low potential for 
competition over polluters and pollutants. The vertical axis categorizes verti- 
cal involvement in specific pollution control policies as high or low. Place- 
ment is determined by the degree and type of federal intervention in state 
policies. 

Pollution control policies are appropriate to this study of state leadership 
because they are comparable in so many ways and yet differ along dimen- 
sions that are important to a study of federalism. The next section briefly 
describes the existence of pollution control policies and state behavior prior 
to the differentiation and emphasis given them in the late 1960s and early 


1970S. 


Pollution control policies prior to 1970 


Prior to the environmental movement of the late 1960s, the pollution control 
policies that did exist in the United States were the nearly exclusive domain 
of state and local governments. With the.federal role limited to funding and 
advice, environmental policies varied widely between states in terms of strin- 
gency and effectiveness( Overall, states made little systematic progress in the 
fight against pollution. In particular, many states feared the threat of reloca- 
tion of important constituents and thus avoided stringent regulations.7! 

State and local officials, enticed by federal dollars, gradually became more 
receptive to a federal presence in these policies. The increase in federal finan- 
cial involvement in the air pollution and sewage treatment policies of the 
states is reflected in tables 1.1 and 1.2. Efforts to expand the federal role 
beyond financial assistance to the level of standard setting before 1965 in 
both air and water issues were unsuccessful due to fierce opposition by states 
and industries and claims of violations of states’ rights by members of Con- 
gress.72 

The year 1965 marked a turning point in the relationship between the na- 
tional and state governments in environmental issues. Although federal juris- 
diction was still limited to interstate waters, the Water Quality Act of 1965 
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Table 1.1 National Air Pollution Control Resources 


Authorization Appropriation 
Year (FY) ($ millions) ($ millions) End of Year Employment 
1955 — 0.2 pay) 
1956 5.0 iv 94 
1957, 5.0 D7, SH, 
1958 5.0 4.0 213 
1959 5.0 3.7 218 
1960 6.0 4.2 Dol 
1961 5.0 SL 296 
1962 5.0 8.8 371 
1963 5.0 11.1 407 
1964 10.0 13.0 414 
1965 25.0 21.0 525 
1966 30.5 26.7 697 
1967 46.0 40.1 888 
1968 109.0 64.2 1070 
1969 185.0 88.7 1065 
1970 179.0 108.8 1016 
UOT 220.0 107.8 1261 


Source: Originally unpublished table (January 1971) from the National Air Pollution Control 
Administration as printed in Jones, Clean Air, p. 113. 


stipulated the withholding of federal funds if states did not establish stan-; , \ 
dards for those bodies of water by a certain deadline (mid-1967). Silidards| 
were also the focus of the 1965 Motor Vehicle Air Pollution Control Act. 
Following the lead set by the state of California, the national government 
determined to establish emission standards for new automobiles. Signifi- 
cantly, the automobile industry did not provide the resistance that in the past 
could have obstructed the implementation of national standards, perhaps 
largely because “it feared fifty diverse state standards far more than a uni- 
form federal standard.”73 

Federal involvement in these policy areas continued to increase in the next 
few years. The 1966 Clean Water Restoration Act included a large allocation 
of federal funds (table 1.2) as well as placement of the Federal Water Pollu- 
tion Control Administration in the Interior Department instead of HEW, the 
former being less dependent on state initiative than was the latter. The 1967 
Air Quality Control Act also greatly increased federal financial involvement 
(table 1.1) in air policy. 

The increased federal role resulted from widespread and growing percep- 
tions that the states were simply not doing the job. Between 1965 and 1970 
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Table 1.2 Sewage Treatment Facilities 


Authorization Appropriation 
Year (FY) ($ millions) ($ millions) Actual Spent ($ millions) 
1957 50 50 38 
1958 50 46 47 
1959 50 47 — 
1960 50 46 — 
1961 50 46 45 
1962 80 80 65 
1963 90 90 92 
1964 100 90 85 
1965 100 90 85 
1966 130 121 _ 
1967 150 150 — 
1968 450 203 _ 
1969 700 214 — 
Total 2050 1272 a 


Source: Rohrer, The Environment Crisis, pp. 131-32. 


the percentage of people who ranked the reduction of air and water pollution 
as one of the three national problems most in need of redress jumped, accord- 
ing to Gallup polls, from 17 to 53.74 A more specific breakdown, from Opin- 
ion Research Corporation, is presented in table 1.3.75 The table shows grow- 
ing awareness of the severity of pollution problems throughout the country. 

Increasing concern for the environment was matched by accelerated de- 
mands for governmental response. Both phenomena climaxed on 22 April 
1970 with Earth Day. Conceived by Senator Gaylord Nelson (D-Wisconsin) 
as a teach-in similar to those being held on Vietnam, the event was remark- 
ably successful in terms of media coverage and the numbers of people in- 
volved.7¢ Nelson himself confided in an interview that the purpose of the 
event was to secure a position for environmental issues on the national politi- 
cal agenda. He recounted the disappointment at the time in state handling 
of environmental issues. Without federal involvement, he recalled thinking, 
“you'd have a hell of a mess.”77 


Differentiation between specific pollution 
control policies 


Throughout the two decades that followed the first Earth Day, specific pollu- 
tion control policies have been formulated at different times and with dif- 
ferent emphases. I categorize those policies according to the dimensions of 
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Table 1.3 Concern over Pollution 


Compared to other parts of the country, how serious, in your opinion, do you 
think the problem of air/water pollution is in this area—very serious, somewhat 
serious, serious, or not very serious? 


Air Water 

By time Very, somewhat serious 
May 1965: 28% 35% 
November 1966: 48 49 
November 1967: 53 Sy? 
November 1968: 58) 58 
June 1970: 69 74 
By geographic region Very serious 
Northeast: 

1965 20 21 

1967 29 30 

1968 34 35 

1970 51 53 
Midwest: 

1965 8 14 

1967 MS 28 

1968 26 35 

1970 33 41 
South: 

1965 3 6 

1967 14 18 

1968 12 18 

1970 20 27 
West: 

1965 13 6 

1967 42 17, 

1968 37 22 

1970 42 28 


Source: Opinion Research Corporation surveys reprinted in Hazel Erskine, “The polls: Pollu- 
tion and its costs” The Public Opinion Quarterly 36, no. 1 (1972): 121-22. 


federalism. I describe that differentiation briefly here before asserting the 
need for such a component in the current literature. 

Potential horizontal interactions between states are determined by the sub- 
ject of attention of the individual policy. Policies affecting point sources of 
water pollution and stationary sources of air pollution involve high potential 
for externality transfers and relocation threats. Policies that affect mobile 
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sources of air pollution and nonpoint sources of water pollution entail lower 
levels of interstate competition for two reasons. First, the pollutants them- 
selves are not released at high levels of the atmosphere nor directly into 
strong currents of water. Second, these pollutants are released by more nu- 
merous, more diverse, and less mobile (as collective units) sources of pollu- 
tion. 

The degree and type of vertical influence is created by the policy designs 
specific to individual aspects of pollution control policies. State behavior re- 
garding point source water and mobile source air polluters is subject to se- 
vere federal influence in means of attainment as well as in goals. Regulation 
of stationary source air polluters and nonpoint source water polluters in- 
volves more autonomy available to state policymakers as the federal role 
rarely exceeds that of goal setting. 

The literature on environmental issues in the United States has offered con- 
siderable study of state governments but rarely comparative analysis of state 
behavior that accounts for differentiation across policy lines. Recent works 
have concentrated on the reaction of state governments to the Reagan ad- 
ministration’s decentralization efforts,7® the overall “resurgence” of state 
governments,”° or state performance within individual policy areas.8° Some 
sources have provided data on the behavior of all fifty states on different is- 
sues.8! However, those data are presented with little theoretical differentia- 
tion of policies. As Lester and Lombard argue, the literature would benefit 
from more compelling theoretical arguments, greater awareness of inter- 
governmental relations, less emphasis on single points in time, and concur- 
rent utilization of both fifty-state data analysis and in-depth case studies.82 
As the following section explains, I respond to these suggestions with an 
analysis that differentiates between policies on theoretical grounds of inter- 
state and intergovernmental dimensions, that considers progression of state 
behavior over time, and that uses fifty-state data as well as specific case stud- 
ies of individual states. 


Design of the Study 


The next four chapters discuss the effects of the dimensions of federalism on 
state leadership in each of the four policy areas. Included in these analyses are 
descriptions of policy design differences, explanation for those differences, 
identification of effective state programs, and consideration of evidence for 
the hypotheses developed in this chapter. Within each area of study, I de- 
scribe a specific state program that exemplifies the lead role that the states 
can take in these issues. The concluding chapter summarizes and compares 
the results of the policy case studies. 
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I measure state behavior with both qualitative and quantitative data. I 
have conducted numerous interviews with state policymakers. My inter- 
views focused particularly on bureaucrats and administrators because they 
are actually implementing the programs at hand. Other studies have shown 
that state environmental officials are usually the most influential actors in the 
implementation of pollution control policies.83 This work also utilizes a vari- 
ety of sources of data on state environmental programs, but concentrates on 
those that are specific to individual policies.8+ These measures include data 
on financial expenditures, compliance, attainment, procedures, indices cre- 
ated from numerous sources specific to each program, and more summary 
measures such as rankings of state programs provided in reports by the Fund 
for Renewable Energy and the Environment (FREE).85 The Fund is a non- 
profit, educational organization that collects and compiles data on state en- 
vironmental behavior.®° For the most part, the fifty-state, quantitative data 
are used to address the matching hypothesis. The interview data focus more 
on the behavior of leading state programs. 

The states selected for in-depth analysis were chosen because they were 
state leaders in specific policies. Details for those choices are described in each 
chapter. The four states represent wide geographic variance being from the 
Midwest (Wisconsin), the South (North Carolina), the West (California), and 
the Plains (Iowa). Further, the four states studied vary widely on the dimen- 
sions in recent models of state institutional capacity and dependence on fed- 
eral aid.87 The states also represent a range of reputations as far as previous 
innovative behavior. According to Walker’s innovation index, the four states 
mentioned above ranked, respectively, third, tenth, twenty-fourth, and 
twenty-ninth. Only the first two were portrayed as regional pacesetters.88 
Finally, the states have varying political histories and demographics, as de- 
scribed in the following chapters. 

The preceding identification of state leaders motivates one disclaimer for 
the work as a whole. The common thread between the four state programs 
studied in depth is that they are exceptional. Positive descriptions of aspects 
of those programs should not be taken to imply that all state governments 
have pollution control well in hand. Rather, consideration of the experiences 
and efforts of state leaders may be helpful in understanding the effects of state 
leadership on public policy. My intent is not to stimulate excessive optimism 
about pollution control in the United States. Rather, I have two general pur- 
poses. 

First, numerous observers, ranging from academics to politicians to jour- 
nalists, have criticized the failure to achieve the lofty goals set for environ- 
mental policies in the early 1970s.89 If indeed the behavior of the states is 
crucial to policy attainment, then closer attention needs to be paid to state 
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assignments and discretions in any attempted remedies to pollution control 
policies. Support from this analysis for the specific hypotheses tested might 
motivate further examination of the role of state leadership in the implemen- 
tation of these and other federal policies. Two early pioneers of the work on 
the revitalization of state governments closed their book with the comment 
that “Our belief is that the states will take the lead in these [policymaking] 
endeavors.”?° This work considers the meaning of that leadership. 

The second purpose is related but concerns a broader potential conclusion. 
This study shows that in defining policy outcomes, it is not enough to say that 
institutions matter, or that states matter; rather, we must acknowledge that 
the institution of federalism itself matters. This only becomes more impor- 
tant as greater responsibility, in all domestic policy areas, is delegated to the 
state level. This book offers horizontal and vertical dimensions of federalism 
as a theoretical framework for further analysis of public policy in a federal 
system. 


2 Stationary Source Air Pollution Control 


In 1983 James Rickun was appointed head of the Wisconsin Air Toxics Task 
Force. The ATTF consisted of environmentalists, industrialists, and public 
officials. Their mission was to formulate a state rule for the control of toxic 
air pollutants not covered by federal legislation. By the time the mission was 
completed several years later, Wisconsin had one of the first and one of the 
strongest toxic rules in the country. Rickun himself moved on to another job, 
exhausted by both the intensity of debate within the ATTF and pressure from 
elements of the community. 

<The story is illustrative of several aspects of stationary source (ss) air 
pollution control in the United States> First, much initiative is left to state 
governments and some states have provided the lead in pollution control. 
Second, the variance (as shown by the scarcity of toxic rules) between states 
in this policy area is quite high. Third, the stakes are large and the pressure on 
state officials is intense. Thus states may promulgate some regulations in a 
federal vacuum, but they are wary of exceeding existing federal standards. 
Further, coordination across state lines is rare to the point of being problem- 
atic. This chapter examines state behavior in ss air pollution control. It 
considers the role of states in this policy area, the overall behavior of state 
governments, and then returns to the case study of Wisconsin to discuss the 
efforts of a leading state program. 


The Role of the States in Stationary Source 
Air Pollution Control 


The role of the states in this policy area is largely established by the Clean Air 
Act (CAA) of 1970. This legislation constitutes a dramatic shift in federal- 
state relations in American domestic policy. The law calls for national estab- 
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lishment of state goals and calls federal financial assistance and leadership 
“essential.” ! Nevertheless, the importance retained by the states in the Act is 
evident in the statement that “the prevention and control of air pollution at 

its source is the primary responsibility of States and local governments.”2 
Thus while the federal government is responsible for goals, the state govern- 
ments are responsible for means of attainment of those goals. The history of 
state behavior in the control of ss air pollution is one shaped by this relation- 
ship. 

Stationary source polluters are buildings, structures, facilities, or installa- 
tions that have the potential to emit pollutants subject to regulation by the 
caAA and that are fixed to specific sites. The CAA differentiates between mobile 
source and stationary source control. Whereas automobile emissions are | 
susceptible to uniform national standards (chapter 4), ss air pollution is 
much more locally specific. Thus mobile source pollution control involves a 
relatively direct relationship between the national government and mobile 
polluters, whereas ss control is implemented through state and local govern- 
ments. Other reasons for this differentiation will be discussed shortly. 

The precedent for the ss arrangement in the CAA was established by 1967 
air legislation whereby states would set their own standards for regions by 
sources (or classes of sources) of pollution, subject to HEW approval, and 
devise enforcement to meet them. These regions would be established on 
topographical and meteorological as well as political bases. For instance, 
West Virginia had ten regions.3 This 1967 legislation thus necessitated some 
federal involvement but “rested heavily on state initiative.”4 

The 1967 legislation was vague and unenforceable. Neither federal nor 
state progress toward controlling air pollution achieved the goals of the 
legislation by 1970. Not even half of the planned ninety-two air control 
regions were designated by July. Only twenty states adopted comprehensive 
pollution legislation and just six more strengthened previous pollution con- 
trol efforts.©)Data in the Presidential Message on the Environment in early 
1970 indicated how unlikely it was that objectives would be met. Only six of 
the fifty states were spending more than the annual per capita expenditure 
(twenty-five cents) estimated to be needed to control air pollution. Also, less 
than 50 percent of state agencies had as many as ten positions filled in air 
pollution control capacities.? Such slow progress stimulated demands for 
change in 1970. 


Low vertical involvement 


The 1970 Clean Air Act Amendments represent change in many ways, but 
they do retain the states’ role in implementation and enforcement. More 
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federal authority was instituted with the required setting of national primary 
ambient air quality standards by the administrator of the new Environmental 
Protection Agency (EPA). However, each state would adopt its own plan to 
meet and enforce these standards. ss air policy is thus based on a two-tiered 
structure of federalism. 

First, federal goal setting is required through EPA standards for the follow- 
ing criteria pollutants. Carbon monoxide is a colorless gas resulting from 
incomplete combustion, mainly in automobile engines, that can enter the 
bloodstream and cause dizziness, headaches, and impaired heart functions. 
Hydrocarbons are compounds of carbon and hydrogen that are released 
through the burning of fossil fuels. Nitric and sulfur oxides are substances 
that can combine with oxygen to weaken pulmonary functions and lower 
resistance to disease. Particulates are tiny particles of contaminants that can 
enter the lungs and cause respiratory problems. In addition to these specified 
pollutants, the EPA is authorized to regulate unforeseen hazardous pollu- 
tants. This requirement involves setting primary standards for the health of 
the most sensitive groups in the population and secondary standards for the 
public welfare. The primary standards were to be met throughout each air 
quality control region by 1982 or 1987, depending on the pollutant. 

The federal government is also required to establish New Source Perform- 
ance Standards (NspPs) for new polluting industries whereby “All new sources 
must meet engineering-based standards set by the Epa for each source cate- 
gory in each industry . . . on a uniform national basis.”® The NsPs provision 
constitutes serious encroachment on state prerogatives, but it is important to 
note that NSPs sources constitute roughly one-tenth of those major sources 
monitored by the EPA.? 

‘The second tier of the structure of ss air pollution policy reflects the 
retention of traditional notions of federalism. Each state is required to 
develop a State Implementation Plan (sip) to provide for the implementation 
and enforcement of standards within each of the air quality control regions 
within the state (247 total nationwide).‘The use of air quality standards 
instead of emission limits “gives the states the opportunity to choose any 
pollution control mix adequate to meet these standards.”1!9 This mandated 
flexibility should not be underestimated. The possible methods available for 
sampling and analysis are complex and varied.!1 The EPA can disapprove an 
sip if deemed inadequate and can even offer its own plan for that state. 
However, it cannot compel state enforcement of an sip but can only utilize 
indirect means such as the withholding of federal grants. Although not 
required to, most states have based their standards on particular technol- 
ogies and still utilize renewable operating permits for old as well as the 
required new sources. !2 
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This two-tiered structure constitutes a radical, but not complete, change in 
patterns of cooperative federalism in environmental policy. At the time of 
passage, federal specification of state objectives was recognized as a serious 
break from traditional assignment of state responsibilities that had been 
honored as late as the 1967 air legislation..In 1970 testimony, Senator 
Cooper of the Senate Air and Water Pollution Subcommittee described the 
CAA as moving “a long way toward national emission standards—a concept 
rejected by the committee in 1967.” 13 Federal intrusion on state prerogatives 
was justified by the emphasis on public health, a traditional federal concern, 
operationalized in the ambient goalsMn recent interviews, however, Cooper 
and chief staffer Leon Billings, who wrote much of the legislation, both 
recalled awareness of federalism as an institution that should only be altered 
incrementally. Thus the legislation stopped short of specifying means as well 
as goals of attainment for the states. 
~ The high degree of discretion awarded state governments in this policy 
area was strengthened somewhat in 1977 amendments to the CAA. Other 

than the specific aspects related to interstate interaction described later, these 
amendments “confer much greater authority on state and local governments, 
particularly in such areas as the issuance of variances and the extension of 
compliance schedules.”14) Oné exception is that the 1977 amendments ex- 
plicitly allowed imposition of conditions on certain federal grants to ensure 
state compliance..The amendments authorized cutoff of not just air policy 
grants, but also transportation (highway) grants to recalcitrant states. This 
federal threat has remained just that as extensive litigation has tied up the 
issue in courts and rendered the conditionality virtually ineffective. For 
example, even as cities drifted toward nonattainment of deadlines, by 1987 

_ only Cleveland had suffered any EpA-imposed cutoff of highway money as a 
sanction. !5 

High state autonomy in ss air policy was not reduced by the Reagan 
administration. Reagan pushed for serious changes in clean air legislation 
and attempted, somewhat ironically, to use federal sanctions to achieve 
revisions that would grant even greater discretion to state authorities. EPA 
Administrator Anne Burford threatened to impose mandated grant cutoffs 
on noncompliant counties in 1982, thereby forcing Congress to rewrite the 
law to reduce federal authority. These threats inspired members of Congress 
to impose a moratorium on EPA sanctions, which contributed to the stale- 
mate over clean air legislation in subsequent years. Nevertheless, the Reagan 
administration has been able to increase state authority while reducing state 
funds.!6 For example, regulation of air toxics has been largely delegated to 
state governments.!7 Rather than assuming an extensive role in toxic regula- 
tion, the EPA relies on states to develop their own toxic air pollution pro- 
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Table 2.1 Air Pollution Control Funding (million 1972 dollars) 


Federal State and Local 

Abate Reg Res Abate Reg Res Gov 
& & & & & & Ent 

Contrl Monitr Devel Total Contrl Monitr Devel Total Capital 
1972 56 48 104 39208 1 95 17 113 63 
1S ha 47 11S" 240 1 107 6 114 82 
1974 44 45 86 175 1 12 6 119 102 
OFS?) 61 53 84 198 1 109 6 116 100 
1976 68 52 9S Keog2as 1 98 5 104 150 
197702 GA 57 98 nen 216 1 109 3) 115 188 
1978 48 62 92) re 202: 1 116 5 122, 193 
1979. 48 63 65.) AAG 1 118 5 124 265 
1980 39 71 FMM ts 22 i 109 3 113 378 
Het St 57, 66 154 1 108 1 110 406 
1982" 34 46 Jo 13S 1 101 1 103 441 
1983 45 41 Gt F147 1 99 2 102 369 


Source: U.S. CEQ, Environmental Quality (1983), pp. 616-18. 


grams. Simultaneous with the increase in state authority for programs like 
toxics, state air grants, according to the Congressional Budget Office, were 
cut by 33 percent between 1981 and 1984.18 State autonomy was, if any- 
thing, therefore increased as a result of greater responsibility and diminished 
federal resources. 

In 1989 President Bush proposed several changes in air pollution provi- 
sions that involve the states. The Bush plan singles out midwestern utilities 
for serious sulfur dioxide emission reductions (cut twenty million tons in half 
by the year 2000) and requires nonattainment areas to utilize vehicles that 
run on alternative fuels by 2004.19 The Bush plan displays significant revi- 
sions from the proposals of his predecessor. Specifically, the plan emphasizes 
prevention as well as cleanup and encourages strict enforcement to attain 
compliance.2° The revised CAA may also benefit from changes in Congress 
such as a new majority leader, which may help break the gridlock that has 
stymied renewal for years.2! Nevertheless, state discretion in attainment 
remains guaranteed and federal commitment to these goals is yet to be 
demonstrated.?2 

Federal intervention in a policy area takes the form of resources as well as 
policy design. Table 2.1 details the amounts of the early federal contribution 
to air pollution control efforts. One might notice that although the decrease 
in federal funds was exaggerated by the Reagan administration, the decline 
actually began before then. This indicates the influence of economic circum- 
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stances on national behavior in federal relations. Stagflation made cuts essen- 
tial even for the environmentally motivated Carter administration. Total 
state and local spending on air pollution remained fairly constant through- 
out the period. 

Total amounts do not tell the whole story, obviously. In contrast to project 
targeting in water (which will be discussed later), federal financial aid in ss 
air policy was bequeathed to subnational agencies in order to assist their own 
relatively discretionary activities.23 The EPA could grant up to two-thirds of 
planning costs and one-half of maintenance costs, fractions which could 
be increased for special programs to three-quarters and three-fifths. These 
grants enhanced the flexibility of air policy agencies at the subnational level. 
In addition, a General Accounting Office (GAO) audit in 1984 found that the 
EPA did not have sufficient procedures for ensuring that grantees maintained 
uniform levels of effort.24 This is just one more indication of loose federal 
influence. 

The allowance of state autonomy and discretion in implementation and 
enforcement since 1970 determines the characterization of vertical involve- 
ment as low in ss air policy: Federal control would be high if two factors were 
different. First, goals specified for the states would be so specific and precise 
that variances and externalities would not be possible. Second; goals would 
be meaningful in that noncompliance would stimulate automatic federal 
sanctions. Neither factor is evident in ss air policy. 


High horizontal competition 


Ss air policy involves high potential for interstate competition both because 
of the subject of the policy and because of the policy itself. Both industries 
and their air pollutants can travel across geopolitical boundaries such as state 
lines. Recognition of potential interaction has been responsible for several 
changes in air pollution policy since 1970. This section describes those 
changes. They can be roughly categorized as affecting either attainment (air 
quality regions that have achieved goals) or nonattainment areas. 

The most important change regarding attainment areas is the concept of 
Prevention of Significant Deterioration (psD). The psp policy was stimulated 
by awareness of potentially severe interstate competition. Inspired by the 
fear of degradation of “clean” areas down to the level of mandated stand- 
ards, psp resulted from a suit originally filed by the Sierra Club and twenty 
states (Sierra Club v. Ruckelshaus) in 1972. The suit was prompted by 1971 
EPA guidelines that reversed previous statements and suggested that states 
should allow deterioration of air quality in areas that exceeded ambient 
standards.*5 Environmentalists feared that allowance of even marginal dete- 
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rioration might foster intense state competition for polluting industries. As 
one state attorney general argued, psD “prevents these areas from attempting 
to attract industry by enacting lenient emissions control requirements.” 
The original court decision in favor of the Sierra Club was upheld by the 
Supreme Court in 1973. The Court did not, however, define psp or offer 
specifics. Subsequently, the EPA stepped in and issued regulations to imple- 
ment the policy in August 1974. 

When members of Congress legislated psp, their actions also reflected 
concern for interstate effects. By the time legislation came up in 1976, 
representatives from states fearful of losing industry were more likely to 
support PsD than were those from “clean” states. In fact, the 1976 legislation 
was killed by a filibuster led by “clean” state Senators Garn (R-Utah) and 
Moss (D-Utah). Opponents of PsD openly admitted that their opposition was 
based on the fact that mandated nondegradation would deter the abilities of 
their states to develop by attracting outside industries.2”7 The House version 
of the legislation was more lenient than the Senate one that inspired the 
filibuster. Fewer federal lands would be set aside as untouchable and states 
would be given more control in designating three classes of developable 
lands. 

The Psp policy passed in 1977 closely resembled the 1976 House version. 
Three classes of attainment areas were established with specified allowable 
increments of pollutant increases in each. In addition, the conference com- 
promise included a House allowance of SO2 emissions to be exceeded in 
Class I areas for eighteen days a year if certain requirements (such as public 
hearings) were met.28 Classification of lands into the different categories was 
left partially up to the states, but reclassification required federal approval. 
The ultimate resolution to difficult questions was and remains extremely 
complex, so much so as to make implementation difficult and criticism quite 
abundant.2? Nevertheless, even this federal intervention into ss air policy 
retains considerable discretion for state governments. 

Nonattainment areas also received increased attention during this time 
period. Again, political demands were based on the realization that ss air 
pollution involved potentially serious competition between states. Environ- 
mentalists were well aware that states could compete with each other for ss 
industries through lax pollution policies. Thus many advocated the allow- 
ance of new polluters in “dirty” areas only if their emissions were offset by 
reductions in existing pollution. Environmentalists also knew that nonat- 
tainment could be caused by pollution generated externally. They therefore 
promoted the use of scrubbers on smokestacks to reduce emissions. 

The 1977 amendments adopted several measures for nonattainment areas. 
Congress mandated the installation of scrubbers, adopted provisions for 
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emission offsets, and stipulated Lowest Achievable Emission Rates (LAER) for 
new polluters. The “bubble concept” involving emission tradeoffs within the 
same plant was endorsed and soon encouraged by the Epa for s1ps. Nonat- 
tainment deadlines were stretched to 1982 for states (five years after the 
original) and 1987 for cities. According to the 1977 Clean Air Act, states 
could choose either of two innovative procedures for nonattainment areas in 
future sips. The first allowed states to adopt the EPA offset policy whereby 
new polluting sources must obtain offsets from existing sources before begin- 
ning production. The second enabled states to facilitate growth by requiring 
existing sources to achieve more than just attainment levels so that a margin 
would be created for new polluters to enter the market.3° Congress also 
recognized the problem of interstate pollution, particularly in “acid rain,” 
and enabled the Epa to require pollution abatement in one state if a neighbor- 
ing state petitions that its own air quality is being affected.3! 

These changes regarding nonattainment areas appear, at first glance, to be 
serious federal restrictions on horizontal interactions between states. How- 
ever, the literary changes to Sections 110, 115, 123, and 126 were dependent 
on EPA enforcement that has been so inconsistent that the “substantive 
results ... have been marginal, if not non-existent.”32 Further, models of the 
pollution process have simply been inadequate for states to prove that their 
problems were caused by specific external sources, proof necessary for suc- 
cesful grievances.33 Finally, even if models were more sophisticated, the EPA 
has resisted imposing serious restrictions on externalizing procedures such as 
tall smokestacks due to “heavy lobbying pressure from utility and copper 
smelting industries.”’34 

The 1977 amendments represent an ironic manifestation of interstate 
competition in federal legislation that took on regional dimensions. The psp 
provision, along with mandatory installation of scrubbers on coal burners, 
made industries more reluctant to relocate in “cleaner” areas of the country 
such as the Southwest.35 These legislative mandates are an interesting result 
of the influence of an odd coalition of satisficing environmentalists and 
rustbelt industrialists. Nevertheless, loopholes and lax enforcement have 
allowed the interaction between states that was to be curbed to remain high. 

The presence of high interstate competition in ss policy is the largest 
obstacle to overcome in passage of the recent Bush proposals. Control of acid 
rain, which will be discussed more fully later, has inspired such divisive 
regional competition in Congress that CAA reauthorizations rarely have made 
it out of committee in recent years. The Bush-proposed mandatory reduc- 
tions of sulfur dioxide emissions from midwestern utilities and the allowed 
usage of low-sulfur coal rather than scrubbers suggest that West Virginia and 
some midwestern states will be the losers in competition over ss policy. This 
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remains to be seen, however, as legislators from these areas could form a 
formidable coalition in the current Congress. 


The Theoretical Model in the Current Context 


Relative progress 


By the 1980s, most observers agreed that progress in air pollution abatement 
had occurred, but not as fast as had been desired. According to the EPA, 93. 
percent of industries were in compliance with the provisions of the act by 
1979.36 A more detailed and recent summary is presented in table 2.2. Class 
A sources are those whose potential uncontrolled emissions are greater than 
100 tons/year of any pollutant. NsPs refers to new polluting facilities. NESHAP 
accounts for hazardous air pollutants\The compliance rates are high. Many 
of these results are due to state behavior. In a 1985 report, the GAO examined 
six state agencies and concluded that they “were generally doing a good job in 
carrying out their air pollution control programs.”37 In 1986 the states 
conducted 28,463 inspections and source tests while the EPA ran 2,353 of 
their own.38 These results reflect significant compliance with federal stand- 
ards. 

The effects on air quality have been substantial. Between 1960 and 1979, 
for example, particulates had decreased by 32 percent and SO2 by 67 
percent.3? Some reduction in ss emissions since passage of the CAA is appar- 
ent in table 2.3. Other assessments have also cited some success in state air 
policy programs.*° One analysis has shown that the stringency of state air 
programs is significantly correlated to the amount that emissions have been 
reduced.*! 

On the other hand, progress toward cleaner air has been painstakingly 
slow. Still more than half of the American people live in areas where stand- 
ards for at least one of the targeted pollutants are occasionally violated.42 
The summer of 1988 was particulary rough when ozone levels rose an 
average of 14 percent. Even if standards are met, the health of many sensitive 


Table 2.2 Stationary Source Compliance Record, 1986 (in %) 


In Violation 


Source (n) In Compliance OnSchedule No Schedule Unknown 
Class A (28,000) 92.5 Dat 4.1 12 
Nsps (3,000) 91.0 iL) 4.9 Np) 
NESHAP (1,000) 86.9 3.2 6.2 Se? 


Source: U.S. EPA, Progress in the Prevention and Control of Air Pollution in 1986, p. vul-1. 
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Table 2.3 National Air Pollution Emissions (million metric tons/year) 


Sulfur Nitrogen Carbon 
Particulates Oxides Oxides Hydrocarbons monoxide 

1974 
Fuel Combustion, 6.2 24.1 13.1 1.6 1.4 
Stationary 
Industrial Processes 10.4 59 8 10.3 94 
Transportation 1S 8 10.6 13.6 82.3 
Other ss at os 5.6 8.0 
Total 19.2 30.9 24.8 31.1 100.8 
1977 
Fuel Combustion, 4.8 22.4 13.0 1.5 y ta 
Stationary 
Industrial Processes 5.4 4.2 a4 10.1 8.3 
Transportation 11 8 972 its 85.7 
Other 1.1 0 Z 52, 7.5 
Total 12.4 27.4 23.1 28.3 102.7 
1980 
Fuel Combustion, 1.4 19.0 10.6 0.2 24 
Stationary 
Industrial Processes 3.7 3.8 oF 10.8 5.8 
Transportation 1.4 ig 9.1 7.8 69.1 
Other 13 0 me 3.0 8.4 
Total 7.8 23.7 20.7 21.8 85.4 
Sources: 


1974—U.S. EPA, 1974 National Emissions Report, p. vii 
1977—U.S. EPA, 1977 National Emissions Trends Report, p. vii 
1980—U.S. EPA, National Air Pollutant Emission Estimates, 1940—1980, table 2-6. 


members of the public is not protected. Many standards have yet to be 
established, including those for indoor pollution and dangerous toxics.43 
Last but certainly not least, acid rain continues to devastate statues, forests, 
and bodies of water in Canada as well as in many of the states. How many of 
these failures to meet expectations in ss air pollution control can be at- 
tributed to the states? Further, what can be expected from state leadership in 
this policy area? 


Hypothetical impacts of state governments 


The theoretical model developed in chapter 1 generates several hypotheses 
concerning the impact of state governments on ss air policy failures and 
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possibilities. The first hypothesis of the model suggests that variance in state 
behavior is likely to be high in this policy area. While some matching 
between need and response may be apparent, with leading states thriving on 
the autonomy described above, overall state behavior is likely to be inconsis- 
tent. Second, the high level of interstate competition means that even the 
strongest state programs hesitate to exceed federal standards. Third, the low 
level of vertical involvement makes coordination across state lines, even 
between leading programs, difficult. 


Overall State Behavior in Stationary Source 
Air Pollution Control 


Evidence for overall state behavior in the propositions mentioned above is 
apparent in evaluations of sips, expenditures, enforcement procedures, and 
externalities. 


State implementation plans 


The first step in state procedures is the design of the State Implementation 
Plan (stp). Considering the resources and technical expertise necessary but 
often unavailable to develop such plans, it is little wonder that numerous 
analysts have criticized this aspect of the law.*# The history of sip prepara- 
tion and adherence suggests that state responsiveness has changed some- 
what since passage of the CAA in 1970. Early sips were inconsistent at 
best. Evaluation of the most recent sips suggests fairly responsive state 
behavior. 

The sips of the early 1970s were quite uneven. Business and industry 
interest groups recognized early that sips were important vehicles for ss 
policy. Because sips were supposed to propose specific procedures, the plans 
were, according to one study, “the primary target of attack from industry 
and other opponents of clean air regulations.”45 As a result of industry 
pressure, sips displayed considerable variance in regulations, compliance 
schedules, and exemptions from rules for emergencies such as accidents.*¢ 
Most states hastily threw together a sip and then allowed variances. Court 
challenges by environmentalists only led to more informal allowances by the 
states. One 1978 study concentrated on sIPs in nine states and concluded that 
they were notable for their “simplicity and their political sensitivity.”47 
Another analysis argued that smelters were particularly successful in getting 
states to “propose sip regulations weaker than those endorsed by the EPA” 
precisely because shutdowns would be so costly to the local economy.*® Yet 
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Table 2.4 State Implementation Plan Rankings (dependent var. = 1 if strong, 
o if weak) 


Independent Variables SIP Toxics 
constant rate tke —6.55 
(3.97) (3.53) 
aq? —0.06* —0.09 
(0.02) (0.14) 
mugsp> O25” 0.18* 
(0.08) (0.06) 
pipes 0.23 0.23 
(0.20) (0.19) 
piindex4 2.32 —0.18 
(3.22) (3.14) 
fapc* 125 —O3F 
(3.46) (2.94) 
degrees of freedom 5 5 
Chi square 25.4 21.28 
sig level >0.005 >0.005 
prediction rate 84% 76% 


*significant at the 0.05 level 


a. % of state populace living in excess SO, and particulates 
b. manufacturing and utility sectors as % of g.s.p. 

c. personal income per capita 

d. index of voter turnout and party competition 

e. federal aid dollars per capita 


another analysis of the failure of states to develop effective stps concluded 
that such failures allowed “pollution havens” to exist.4? 

Many states have rewritten their siPs since the time of these studies. Recent 
data on these plans suggest that states have become more responsive and 
realistic in their proposals. Table 2.4 displays testing of two measures for 
current sips. These measures are tested against the independent variables 
(described in chapter 1) that could affect state development of sips. Briefly, 
the pollution variable (aq) is a measure of percentage of state population 
living in areas with excess SO2 or particulates.5° Economic pressure (mugsp) 
reflects percentage of state economy contributed by manufacturing and util- 
ities. One might expect that these two measures (aq and mugsp) would be 
correlated but they are not, a fact which will be discussed later. Relative 
affluence (pipc) is operationalized by personal income per capita. Political 
culture (piindex) is measured by turnout and party competition. Finally, 
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federal aid (fapc) uses dollars per capita contributed by the federal govern- 
ment through the 1970s for the control of air pollution. 

Column 1 of table 2.4 utilizes a dichotomous dependent variable repre- 
senting strong and weak sips. This differentiation was made on the basis of 
state-level data reflecting deficiencies in the s1P, EPA sanctions of the sip, and 
inclusion of needed programs in the srp.>! The equation is statistically quite 
powerful as reflected in the strong Chi-square and the prediction rate of 84 
percent. Air quality is negatively correlated, which we should expect since 
one of the components of the sip variable is number of counties with deficient 
stps. However, the variable representing the portion of the state’s economy 
contributed by manufacturing and utilities is also statistically quite powerful. 
This suggests that those states needing to develop strong sips have done so. 
The fact that states have strong polluting sectors does not prevent them from 
designing responsive plans. 

Further evidence for this proposition is displayed in the second column of 
table 2.4. The dependent variable in this logit equation represents data 
concerning each state’s air toxics program contained in the sip. The states 
vary widely in the sip specification of toxic air pollutant programs. As 
described earlier, the EPA has encouraged states to assume responsibility 
for the identification and regulation of toxics within their borders. As of 
mid-1987, roughly half of the states had developed such programs, but even 
these existing programs differed widely in terms of what pollutants were 
regulated, at what levels they were restricted, and how they were controlled. 
For example, the Connecticut program lists 853 toxic pollutants, whereas 
the Texas program has no specific list. New Jersey regulates dry cleaners as a 
source for toxics, but Texas specifically exempts them. Such basic concepts as 
technology required and ambient levels are subject to wide variation. The 
variance has become so wide, in fact, that prominent organizations of state 
and local air officials have called for federal establishment of minimum 
standards and oversight.>2 The second-column variable in table 2.4 differen- 
tiates states according to whether or not the toxic program utilizes ambient 
standards in its permit review, a very basic measure. Again, the equation is 
statistically strong and the pressure variable is quite powerful. In explaining 
the weak showing of the variable representing air quality, we should not 
expect it to be powerful since it is a measure of SO2 and particulates, not 
toxics. 

Evidence that states are developing responsive sIPs is interesting but not 
conclusive. After all, these are just plans with no guarantees for adherence or 
usage. Further, the measures of the plans used here do not account for the 
potential export of harmful pollutants. Still, states have developed some 
capacity to promulgate responsible guidelines. 


ojro0 trent of 
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Expenditures 


Another possible measure of state performance is expenditures. States have 
considerable discretion over how much money is to be spent on ss air 
pollution control. Under Section 105(b), states are required to use federal 
money for supplementing, not supplanting, their own air program expendi- 
tures,-Further, grantees are not entitled to federal funds in subsequent years 
wherein their own funding levels do not exceed previous years. EPA can allow 
exceptions for this if all state programs are reduced. In a survey of three 
regions, the General Accounting Office (GAO) found that the federal govern- 
ment did not utilize procedures to ensure that states were maintaining pre- 
vious levels of effort. For one thing, the determination that funds were not 
supplanted is quite subjective. Additionally, the GAo cited numerous in- 
stances when, in fact, levels of effort by grantees had not been maintained.53 
State discretion is thus enhanced by low federal oversight. 

Analysis of one year of state spending is presented in table 2.5. The 


Table 2.5 Determinants of State Air Expenditures (dependent var. = air 
expenditures per cap in FY86) 


Independent Variables With Federal Aid Omit Federal Aid 


constant 8.58 1.15 
(1.22) (1.15) 
aq* 0.15* 0.14* 
(0.06) (0.05) 
mugsp> —0.36 —0.40 
(0.21) (0.21) 
pipes 0.25 0.26 
(0.69) (0.69) 
piindex¢ Dest 2.915 
(1.32) (1.24) 
fapc* 0.86 — 
(1.11) -- 
R square 0.34 0.33 
Adjusted R square 0.26 0.27 


*significant at the 0.05 level 


a. % of state populace living in excess SO, or particulates 
b. manufacturing and utilities sectors as % of g.s.p. 

c. personal income per capita 

d. index of party competition and turnout 

e. dollars of federal aid per capita 
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Table 2.6 Coefficients of Variation in Public Expenditures 


State Air State Water State Water* 
1973-74 0.71 1.09 0.61 
1975-76 1.11 1.14 0.54 
1977-78 1.45 1.16 0.54 
1979-80 1.42 1.09 0.44 


*water spending includes the waste treatment grants program 


dependent variable in the table is state expenditure per capita for air pollu- 
tion control in fiscal year 1986. The first column includes the independent 
variable operationalizing federal aid. Because the federal dollars are conceiv- 
ably substituted for state dollars, it is difficult to separate these effects. Thus 
the same equation was run without the federal aid variable and is presented 
in the second column of table 2.5. Results in both columns suggest that state 
spending is significantly and positively affected by the lack of air quality (aq) 
in the state and by the interest of the electorate (piindex). The matching of 
expenditures to need is thus partially supported. 

Expenditure data can also be utilized to display the high variance that will 
occur with considerable state discretion. Table 2.6 displays a comparison 
between ss air policy and more federally controlled point source (factories 
and utilities) water spending. Water policy expenditures are reflected by two 
measures, one including the massive waste treatment grant program (de- 
scribed in chapter 3) and one without. The coefficient of variation (standard 
deviation/mean) has been calculated for each year of each measure of state 
expenditures.°4 The table displays average coefficients for consecutive years, 
combining years to avoid idiosyncracies. The comparison is revealing. As 
state policymakers recognized their independence and developed their own 
means of control, the variance in air spending surpassed that of both mea- 
sures of water spending. The low variance displayed by the water measure 
that includes the grant program is predictable considering the inclusion of 
matching grants. The important point is that variance in this simple measure 
is indeed higher in ss air policy than in the water counterpart. 

Although state expenditure has been used to measure variations in re- 
source utilization for many policies, such operationalizations are subject to 
some question because some states may be more efficient in the usage of their 
funds than others are.55 Measuring policy expenditure on a per capita basis 
does not solve the efficiency question but it does provide a systematic means 
of comparing priorities between states.5° Examination of one year’s data 
indicates a positive correlation between high presence of air pollution and 
high prioritization of air control expenditures. 
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Enforcement procedures 


Once sips are designed and funds appropriated, the effectiveness of state 
programs depends on enforcement. Enforcement includes regulations, in- 
spections, penalties, and sanctions< Because these specific aspects are deter- 
mined at the subnational level, high variance exists between states, thus 
making overall assessments problematic. / 

State enforcement efforts have varied widely in terms of measurement and 
regulations. For example, at one time SO2 emissions were regulated on the 
basis of heat input (lb $O2/mill BTU) by thirty-six state and local agencies, 
while twenty-eight agencies restricted the amount of sulfur content in the 
fuel. Measurement differences are further complicated by exceptions to reg- 
ulations that vary, such as when minutes per hour standards can be violated 
for equipment malfunctions and maintenance.*7 Thus objective assessments 
of state enforcement efforts are rare. 

Official reports of state enforcement activities are often quite positive. As 
early as 1977, the EPA reported that 9o percent of stationary sources of air 
pollution were in compliance, but this referred to the installation of equip- 
ment, not the reduction of discharge.58 A later EPA audit of air policy 
implementation by the states retains the encouraging tone but admits that 
“their overall score relative to actually meeting all the literal objectives of the 
CAA shows room for improvement.”5? 

Other studies are more discerning. A recent GAO study describes that while 
95 percent of the emitting stationary sources were inspected during Fy1984, 


~ 39 percent of those inspections were done inadequately.®° Further, these 


efforts largely rely on voluntary self-monitoring by polluters since continual 
vigilance by authorities would be costly and impractical.6! Not only are 
inspections announced in advance, thus allowing polluters to prepare, but 
even when penalties are imposed by state authorities, they are often very 
small.62 Finally, state administrators negotiate with violators to set schedules 
for compliant behavior. Many of those sources considered on schedule will 
not be fully compliant for many years.® 

Combining appraisals of enforcement statistics provides a measure of state 
performance. The Fund for Renewable Energy and the Environment has 
compiled statistics on deficiencies, numbers of monitors, inspections, and 
violations and used them to rank state programs on a I to ro scale. That rank 
is presented as a dependent variable in table 2.7. The variable is tested (with 
ordinary least squares) against an equation representing the independent 
variables described above. The results are quite robust, with several inde- 
pendent variables statistically significant. Since the dependent variable repre- 
sents a finite number of categories, one should be careful of these regression 
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Table 2.7 State Air Pollution Control Program Rankings (dependent var. = 
ranking of state program: I-10, 0 or I 


Independent Variables Rank (1—10) Rank (0 or 1) 
constant ae el ea 245" 
(2.38) (4.36) 
aq? 0.13 0.04 
(0.11) (0.16) 
mugsp> 0.14* 0.16* 
(0.04) (0.06) 
pipes 0.74* 0.74* 
(0.14) (0.26) 
piindex4 4.27 6.04 
(259) (5.75) 
fapce O62 (a9 1 
(0.22) (0.40) 
R square 0.56 
Adjusted R square 0.51 
Chi square 26.02 
sig level >0.005 
prediction rate 74% 


*significant at the 0.05 level 


a. % of state populace living in excess SO, or particulates 
b. manufacturing and utilities sectors as % of g.s.p. 

c. personal income per capita 

d. index of party competition and turnout 

e. federal aid per capita in dollars 


results. To see if the numbers are skewed, the ranking has been broken down 
in the second column of table 2.7 into a simple dichotomous variable repre- 
senting strong and weak air pollution control programs and run in a logit 
equation. Again, the equation is significant; Further, the presence of polluters 
and the relative affluence of the population are significant determinants of 
strong enforcement programs»The federal aid variable is negative, suggest- 
ing that federal aid has not determined the existence of strong state enforce- 
ment programs. 

These results suggest several things, but they should not be interpreted as 
definitive. First, they suggest the appropriateness of these particular inde- 
pendent variables for predicting state performance. In the case of ss air 
policy, the results are consistent with the characterization of federal influence 
as low and the development of strong state programs as dependent on 
indigenous state factors. Since they do depend on indigenous factors, vari- 
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ance between state programs can be quite high. Second, they provide prima 
facie evidence for state responsiveness, as-those states with the largest pres- 
ence of polluters are the most likely to respond, especially if they enjoy 
abundant resources and dynamic institutions. Third, however, these results 
can only be taken so far. The rankings of state programs in these tables do not 
include any measure for how much of the pollution is being externalized to 
other states. Again, the nature of air pollution and the structure of the federal 
response allows states to have what appear to be strong control programs but 
which may also rely to some extent on exporting the problem. 


Acid rain | « 4? Sil #65 .AN) 

6 a mm avoid” 
Potential exportation of air pollution is apparent in the case of acid rain. This 
case also provides evidence for the hypothesized lack of interstate coordina- 
tion and state reluctance to supersede federal guidelines in this policy area. 
States can meet federal standards by externalizing ss discharge in order to 
achieve quality goals without reducing indigenous industrial production. 
Localized ambient quality goals create incentives for states to export pollu- 
tion problems when possible. While the states can either coordinate or 
separately exceed federal directives to address this problem, the influence of 
economic interest groups within polluting states has made such behavior, for 
the most part, unlikely. 

Acid rain results when sulfur dioxide and nitrogen oxide emissions com- 
bine with oxygen in the atmosphere to create sulfuric and nitric acids. These 
acids can then be transported by wind currents to precipitate in other loca- 
tions. Since ambient air quality is measured in finite areas, the achievement of 
attainment targets by exporting pollutants may be a tempting prospect for 
those states with heavy industrial presence and powerful local interests. The 
indigenous factor dominating state behavior on this issue is the presence of 
coal-burning plants that produce sulfur dioxides, Abundant particularly in 
the Midwest, these industries compel states to foster behavior allowing them 
to meet externally imposed targets without curtailing internal economic 
activity. Studies have shown that nearly half of the sulfate levels in the 
Adirondack Mountains of New York originated in midwestern states.®* Acid 
rain is not limited to the Northeast. Recent studies have found acid deposi- 
tion in Colorado, Idaho, and New Mexico.®5 

The federal structure in air policy creates incentives for states to export 
pollution. Standards are designed and enforced on the basis of local, ground- 
level concentrations. Most current methods measure pollutants for only 
relatively short distances, often no more than fifty kilometers.®¢ Polluters can 

thus avoid penalties, and states can encourage such behavior with their own 


dv ours 0 wr 04 

UM Stationary Source Air Pollution Control 45 
sanctions, through techniques of dispersion enhancement. Operating times, 
for example, can be staggered to pollute when meteorological conditions are 
conducive to dispersal. Tall smokestacks can be built so that emissions are 
dispersed by higher altitude winds. More than go percent of SOz emissions 
in North America in 1978—79 emanated from stacks higher than 325 feet 
and 60 percent came from stacks of 650 feet and higher.°” More significantly, 
after ten years of federal intervention, the number of stacks of 650 feet and 
higher increased from less than a dozen (in 1969) to 180 (by 1979).®8 The 
average height of smokestacks in the United States has jumped from 243 feet 
in 1960 to 730 feet in 1980. This dramatic increase should not be considered 
coincidental. 

State leadership in this policy area is thus potentially negated by self- 
interest. The self-interested behavior of states in this matter is best illustrated 
by several anecdotes. The sip for the state of Georgia was thrown out of 
court in 1974 because it relied “almost entirely” on tall stacks to meet 
ambient standards.®? sips in Ohio, Illinois, and Indiana were all severely 
affected by litigations from polluting industries.7° That a state can be on both 
sides of this issue is shown by New York’s involvement in two litigations. In 
the first major set of cases on this issue (Connecticut v. EPA, 696 F.2d 147 
[1982]; Connecticut Fund for the Environment v. EPA, 696 F.2d 169 [1982]; 
and Connecticut Fund for the Environment v. EPA, 696 F.2d 179 [1982]), 
New York was accused by Connecticut of granting variances (exemptions) to 
polluters, which affected (by downwind transfer) air quality in the latter 
state. The Supreme Court’s ruling that such variances were illegal only if they 
consumed most of the offended state’s clean air margin “places states in 
competition with upwind states for the use of the clean air margin.”7! The 
second litigation involved a series of suits by northeastern states, including 
New York, against seven midwestern states on the grounds that transmitted 
externalities prevent local attainment of ambient quality standards.72 

Still, some state governments have responded to acid rain problems. The 
New York situation illustrates the air pollution version of “where you stand 
depends on where you sit.” State governments, particularly those “sitting” 
downwind of industrial pollution, can attempt to address the situation inter- 
nally. New York passed legislation in 1984 calling for a 30 percent reduction 
in SO2 emissions by the mid-1990s. New Hampshire followed suit in 1985 
by stipulating a 50 percent reduction in SOz over a ten-year period. Min- 
nesota, Wisconsin, and Massachusetts all have their own acid rain control 
laws. Other states conduct research on acid rain. 

Table 2.8 represents two attempts to systematically consider state redress 
of acid rain. The first column uses a simple dichotomous variable to examine 
whether or not the state conducts research on acid rain. Although the equa- 
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Table 2.8 Determinants of Acid Rain Exports (dependent var. = researches acid 
rain; % SO, reduction) 


Independent Variables Research SO, Reduction 

constant —4.01 —4.34 
(2.81) (2.94) 

aq? 0.04 0.17 
(0.13) (0.13) 

mugsp> 0.52 2.10* 
(0.49) (0.51) 

pipes 0.23 0.11 
(0.16) (0.17) 

piindex4 8.49 3.56 
(5.28) (3.19) 

fapc* —0:52 O72 
(0.29) (0.27) 

Chi square 11.07 

sig level >0.05 

prediction rate 72% 

R square 0.44 

Adjusted R square 0.37 


*significant at the 0.05 level 


a. % of state populace living in excess $O, or particulates 
b. manufacturing and utilities sectors as % of g.s.p. 

c. personal income per capita 

d. index of party competition and turnout 

e. dollars of federal aid per capita 


tion is fairly strong, none of the independent variables are statistically signifi- 
cant. This could reflect, in part, the fact that many states do not export SO2 
or nitrous oxide and thus have no need to research acid rain. It could also 
reflect the possibility that state programs are not as responsive to this form of 
pollution as the previous analyses might have led us to predict. 

The second column in table 2.8 provides some evidence for this latter 
assertion. The dependent variable in this table is measured in terms of acid 
rain contribution by state. Data for this measure are taken from congres- 
sional formulation of the Waxman-Sikorski bill (H.R. 3400) of 1984. This 
bill was the most comprehensive attempt in Congress to abate acid rain 
before the current Bush proposals. The bill identified states that needed to 
reduce sulfur dioxide emissions and the necessary amounts of reduction.73 
The numbers in this column represent the percentage of the national total 
constituted by each state’s proposed SO2 reduction. The equation is fairly 
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powerful, but what is more important is the significance of the measure for 
presence of manufacturing and utility sectors. Obviously, states with heavy 
presence of these sectors are the ones that would be forced to reduce their 
emissions. Since the bill was directed at acid rain, one can argue that those 
states are the ones externalizing their pollutants. 

The 1990 revisions to the Clean Air Act reflect an increased federal in- 
volvement in state decisions concerning acid rain. The legislation requires 
reduction of sulfur dioxide emissions to 1.2 pounds per million BTUs. This 
will necessitate removing ten million tons of sulfur dioxide emissions in the 
United States by 2000. Many midwestern coal-burning power plants will 
need to make nearly 50 percent cuts in sulfur dioxide emissions. Utilities are 
expected to add more scrubbers (roughly 150 are now in usage), switch to 
low-sulfur coal, and raise consumer bills (by as much as 25 percent) to pay 
for the changes.’4 Federal specification of offending utilities and mandated 
reductions are manifestations of exhausted patience with state inertia on this 
issue. 


Overall performance of the states 


State leadership in this policy area is inconsistent. Matching between need 
and response is quite variablé. States are more likely to have strong programs 
if the problem is large, the resources are abundant, and the political institu- 
tions at the state level are vigorous. States vary widely on these factors. 
However, the stronger the economic interest groups, the more likely that 
states will rely on the export of their pollution problems so that they can still 
meet ambient goals without threatening their most valuable constituents. 

<Thus the presence of economic pressure also makes interstate coordination 
and state supersedure of federal standards rare. 


Leading State Behavior in Stationary Source 
Pollution Control 


The dimensions of federalism strongly affect the leadership efforts of state 
governments in ss air policy. Individual states may develop exemplary pol- 
icies, but even the best programs find it difficult to exceed federal guidelines 
and to overcome interstate tensions. These phenomena are illustrated by 
description and explanation of one leading state and its program: Wisconsin. 
The preceding analysis identified Wisconsin as one of the leading states in ss 
air pollution control. Wisconsin displays a strong stp, conducts research on 
acid rain, has a developed toxics program, and is scored by outside authori- 
ties (on the scale used in table 2.7) as 9 out of ro. I emphasize that the 
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following discussion concerns one of the strongest programs and that such 
behavior is not typical of all state governments. In fact, the difficulties faced } 
by Wisconsin are, in all likelihood, magnified in other states. / 


Description 


Wisconsin’s political behavior is best characterized as unpredictable. Since 
the three-party days of Robert LaFollette’s Progressives, the state has often 
voted counter to national trends in presidential elections.75 The state has 
been the home of politicians as diverse as Joe McCarthy and William Prox- 
mire. Contrasts continue to make the state’s behavior in air pollution control 
seem unpredictable. The percentage of gross state product contributed by 
manufacturing and utilities (35.59) is the seventh highest in the country.76 
According to the proposed requirements of H.R. 3400 (the unsuccessful 
1980s acid rain bill), Wisconsin’s share of national SO2z emission reductions 
(6.89 percent) would have been higher than all states except Indiana and 
Ohio.”7 Despite this obvious industrial presence, Wisconsin has one of the 
three strongest ss air pollution control programs in the country. ‘This case 
study describes the program and then suggests some reasons for Wisconsin’s 
behavior. 

Wisconsin’s environmental program, in general, is “comprehensive and 
exacting.”78 In the inaugural rating of state programs, FREE ranked Wiscon- 
sin the highest overall of all states in their environmental efforts. The state 
“showed a consistent high level of program strength—demonstrating broad 
commitment to the environment and public health.”7? State policymakers 
and politicians are proud of that legacy. The original Earth Day was con- 
ceived of by a Wisconsin senator, Gaylord Nelson. 

While the entire environmental effort is cited, the air pollution control 
component in particular is emphasized. FREE ranked the Wisconsin air pro- 
gram behind only California.8° California officials provided some external 
validity for this ranking by citing Wisconsin and New Jersey as other states 
with strong programs. Wisconsin administrators speculated that California 
was ranked higher only because the FREE ranking included both mobile and 
stationary sources. They were confident that their ss air control efforts took a 
back seat to no state. This section describes Wisconsin’s air efforts in terms of 
regulation, funding, and education. 

Regulation is the responsibility of offices within the Division of Environ- 
mental Standards. This division is one part of the Department of Natural 
Resources (DNR). The DNR is relatively insulated from political influence. Its 
leadership consists of a seven-member board whose members are appointed 
for staggered terms. The secretary of the DNR can be removed only by the 
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board and not by elected politicians, such as the governor. As one official 
suggested to me, this insulation is not likely to change since politicians can 
now pass tough decisions along to the DNR and claim reliance on nonpartisan 
expertise. 

Wisconsin’s regulatory efforts center around permits for polluters, The 
process works as follows. Rules are proposed by the DNR concerning specific 
areas of pollution, such as sulfur emissions, particulates, and organic com- 
pounds. Following public hearings, the rule is then subject to approval by the 
independent DNR board. If approved (the norm), the state legislature has 
thirty days to veto the rule. Without veto, the rules become part of the 
Wisconsin sip. The rules define pollutants, specify emission limits for various 
polluting processes, and explicate compliance schedules and variances. For 
example, Chapter 415 of the sip defines particulates such as fugitive dust, 
specifies emission limits in forms such as 0.2 pounds of particulate matter per 
1,000 pounds of gas for cement kilns, and then mandates compliance plans 
be submitted by 1 July 1988.8! Following promulgation of the rule, each 
significant polluter, such as an individual cement kiln, must obtain permits 
for operation. Wisconsin has “unusually pervasive regulations for larger 
facilities” and requires all permits be in hand before construction of a new 
polluting source can begin.8? 
© One major attribute of Wisconsin’s program is speed in this process. State 
administrators boast of the speed with which they can get a rule approved so 
that permits can be promulgated. According to one official, this is done 
substantially faster than in other states, where permittees can tie up rules for 
years with protests. If not controversial, the rule can be proposed, hearings 
held, and board approval obtained within nine months in Wisconsin. Admin- 
istrators are also quite proud of the timeliness of permit processing, The state 
guide for industrial compliance suggests that, when permittees are forthcom- 
ing with information, the process can usually be completed within ninety 
days.83 In the foreword to her comparative guide to state programs, Jessup 
cites a recent survey that showseven the regulated community applauds 
Wisconsin regulators for their efficiency and knowledge.84 Speed enables 
rapid responsiveness by the state to air pollution problems: 

The permits exist in many forms. Wisconsin has authority to assign per- 
mits in all of the major programs: National Emissions Standards for Haz- 
ardous Air Pollutants (NESHAPS), NSPS, and psD. The state is supposed to use 
whichever is the most restrictive of those that apply. The overlap makes the 
programs complex and confusing, but state officials are confident that they 
can handle the complexity even without federal guidance. Federal oversight 
is close enough in the psD area that EPA administrators can tell the state when 
a permit is too lenient. This has rarely happened. Instead, Wisconsin often 
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sets the standard in many control areas. Nevertheless, one state official told 
me that they do not mind having the federal “gorilla in the closet,” which can 
be turned loose if polluters object too much. Most of the time, the state 
enjoys considerable discretion in implementation of all these aspects of air 
pollution control. 

Compliance is a major concern of state officials. Administrators stated that 
most polluters cooperate on a voluntary basis..The DNR facilitates such 
cooperation by providing thorough and explicit guidelines for compliant 
behavior.85 Agency officials do admit that pressure is present, particularly 
when rules such as the “toxic rule” are being considered. Industries do 
threaten to move and some policymakers admit that loss of the industrial 
base is a concern. However, the impact of relocation threats is moderated by 
two factors. First, the DNR involves polluters in the requirement-setting 
process. This involvement is appreciated by the regulateesy The more it is 
present, the less likely threats will be voiced, let alone carried out. Second; 
officials realize that relocation decisions are often determined by factors 
other than state policies, such as markets, resources, and cheap labor: One 
administrator used the example of paper mills moving south because of the 
abundance of trees. The more that policymakers recognize the relative im- 
portance of other factors, the less impact voiced threats have on the policy at 
hand. 

Funding for the air pollution control program is adequate and substan- 
tially self-generating.In fiscal year 1986, for example, Wisconsin spent 
nearly $5 million on its air program. In per capita terms, this is in the middle 
range of states.8 Roughly 40 percent of the state’s funds come from federal 
grants. Of the rest, approximately 25 percent is generated through permit 
fees that come directly to the DNR and another 25 percent derives from 
emission fees that are paid to the state and then funneled back to the agency. 
The permit fees for the construction of major and minor sources are, respec- 
tively, $4,500 and $1,300. The permit fees for modification of major and 

minor sources are $3,000 and $1,000.8% Annual fees are also charged to 
defray costs of inspections and monitoring.\Operators of sources that emit 
more than 0.25 tons per day or 50 tons per year of certain pollutants must 
submit emission fees along with annual reports to the state legislature.®® 

The educational component of Wisconsin’s pollution control efforts is 
directed at future as well as at present constituents. The state has required 
instruction in conservation and natural resources in grade schools since the 
days of Aldo Leopold in the 1930s. The heart of the existing program is a 
curriculum planning requirement for grades K through 12, which is one of 
the numerous standards that school districts must meet in order to obtain 
funding. The requirement, created in 1985, mandates that environmental 
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education should be integrated into all programs, with special emphasis in 
certain areas such as the sciences. If districts fail to develop plans, the state 
can withhold up to 25 percent of their financial aid. Although several states 
have environmental emphases in their grade schools, one official in the 
Wisconsin program asserted that his state was unique in certain aspects, such 
as the requirement of environmental competency for teacher certification in 
certain areas. The Department of Public Instruction also cooperates with the 
private, nonprofit organization Wisconsin Association for Environmental 
Education, Inc., to distribute newsletters and coordinate adult programs.8? 


Leadership 


Leadership in the Wisconsin ss air program is manifest in experimentation 
with market incentives, the state’s acid rain law, and its toxics program. The 
state does utilize economic incentives such as banking and offsets, par- 
ticularly in the southeastern part of the state, which is not only industrial but 
also receives pollution from the Chicago area. State administrators have 
expressed a willingness to use such methods but also a wariness to complete 
reliance on them. As one official said, “bubbles have been only a marginal 
success so far because the progress probably would’ve been made anyway.” 
The DNR is interested in the experiences of other states in such programs, 
although such information is not easily obtained. In fact, several administra- 
tors suggested that the federal government could provide more service by 
acting as a clearinghouse for such information. However, the relatively low 
federal involvement in this area has so far precluded extensive interstate 
coordination. 

The state of Wisconsin is particularly proud of its behavior in the area of 
acid rain. During the mid-1980os, the state was one of the first to pass an acid 
rain law that capped SO2 emissions. Limitations on sulfur emissions are 
specified in great detail in Chapter NR 417 of the s1p.?° Detail is provided on 
types of fuels, types of sources, and compliance schedules. In addition to 
controlling its own contributions to acid rain, Wisconsin is contesting pollu- 
tion from outside its borders. The state initiated a suit against the EPA in 1987 
to compel the federal agency to force Illinois and Indiana to change their 
polluting behavior. The suit was based on the nonattainment status of south- 
eastern Wisconsin due to pollution from southern neighbors, which pre- 
vented industrial development in that area. The state won its suit in January 
1989. However, the court-ordered solution was not as strong as Wisconsin 
wanted, so officials negotiated a settlement with Illinois for more prompt and 
effective behavior. The settlement calls for interim controls, realistic models, 
and the matching of Illinois and Indiana programs to those of Wisconsin in 
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certain areas. One offical cited another regional study now under way that 
will eventually promulgate control strategies for the entire region, including 
any effects Wisconsin’s pollution is having on Michigan’s air. As this official 
concluded, the states are “dragging” the federal government into what many 
see as necessary regional approaches to the acid rain problem. This should 
not be overstated. The state is willing to fill in gaps in federal air control 
policy but less willing to supersede federal standards that do exist. I asked 
two separate officials if the state had ever surpassed federal requirements and 
both replied “never.” Further, the reluctant behavior of Indiana and Illinois 
in this issue supports the hypothesis that interstate coordination may have to 
be forced rather than voluntary. 

Finally, the passage of Wisconsin’s “toxics rule” is an interesting and 
illustrative story. The rule resulted from the efforts of the Air Toxics Task 
Force. The ATTF was formed in 1983 to formulate a rule governing haz- 
ardous substances not covered by the CAA. The ATTF consisted of two indus- 
try representatives, two environmental representatives, an epidemiologist, 
and representatives from the state departments of development and health. 
The head of the ATrF, James Rickun, was an employee of the DNR. As Rickun 
describes, the process was heated and intense. The ATTF met at least monthly 
for two and one-half years before promulgating a recommendation. The 
ATTF recommendation was passed by a 5-to-2 vote, with the environmental- 
ists casting the negatives. According to Rickun, these no votes were political 
decisions based on fears that if the rule was perceived as an environmental- 
ists’ rule, it would be chipped away in upcoming hearings. The recommenda- 
tion was then considered in a series of six public hearings during 1986. 
During the hearings process, industry withdrew its support despite a survey 
by DNR and the chamber of commerce that showed that compliance costs 
would not be exorbitant. Industry representatives claimed that the rule was 
more stringent than necessary and tougher than those of other states. If 
passed, these spokespersons argued, industrial relocation would not be out 
of the question. Nevertheless, the DNR board approved the ATTF recommen- 
dation and the state legislature neither vetoed nor changed it substantially. 
The rule is now being contested in court by a strong coalition of industrial 
groups on the grounds that the state exceeded its statutory authority.?! 
Again, the potential for horizontal competition makes supersedure of spec- 
ified standards problematic. 

The Wisconsin toxics rule is thorough and explicit. It specifies limits, 
sources, and compliance schedules.92 Rickun himself does not believe that it 
is too stringent. Rather, he suggests several reasons why it is praiseworthy. 
First, it is reasonable in that it pioneers the technology-based, rather than 
risk-based, approach to carcinogens that is now being used in the latest 
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version of the caA. Thus instead of forcing industry to meet one-in-a-million 
assessments, industry must reduce emissions to the best of technological 
ability. Second, the rule is comprehensive and utilizes a considerable body of 
research on carcinogens already completed. Third, the rule addresses existing 
sources of pollution rather than taking the politically expeditious route of 
setting limits only on new sources. Still, Wisconsin’s difficulty (as apparent in 
Rickun’s resignation) in passing their toxics rule suggests that passage in less 
receptive states will be problematic. 


Explanation 


Environmental awareness is pervasive in Wisconsin. Upon walking into the 
DNR Office building, I was confronted with dozens of pieces of imaginative art 
offered by the state’s schoolchildren. The current theme was Earth Day, so 
pictures abounded of pastoral scenes being affected by industrial pollution. 
One particular drawing caught my eye, of a skunk, downwind from a 
factory, with a clothespin over its nose. Someone joked that the factory must 
have been in Chicago. Several reasons explain Wisconsin’s behavior in air 
pollution control. 
‘First, the state recognizes the need for serious response. Although not as 
heavily industrial as some of its neighbors, the state does have some 1,200 
“sources under permit. The state may be famous for pastoral scenes and dairy 
farms, but it also produces beer, paper, clothes, and machinery. Recognition 
of pollution problems has existed for decades, but awareness and urgency 
have been even more acute in the last eight or nine years, according to people 
in state government. During the same period, officials have gained the matu- 
rity and expertise to develop comprehensive programs.,As one high official 
said, the state used to look to the EPA for guidance but now state administra- 
tors have more knowledge and experience than do their federal counterparts. 
Second, the state possesses the resources to afford strong programs, Even 
though Wisconsin, as described earlier, does not spend more than many 
other states, the funds are there when needed. Only seven states ranked 
higher in state government tax revenue per capita in 1983 than Wisconsin.?3 
As described before, tax revenue is only one of the sources of funding for the 
air pollution control program. The state is thorough and efficient in the 
collection of permit and emission fees. This self-generation of funds provides 
support and autonomy for the DNR, The head of the permits section stated 
that one of his goals was to become even more independently financed in the 
future. 
< Some degree of autonomy is already present in the political institutions of 
the state, the third factor contributing to Wisconsin’s effective program. The 
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relative insularity of the DNR board has already been described» Since the 
secretary of the DNR reports only to the board, he or she can perform the 
duties of the job without fear of political interference. The governor does 
appoint the board, but meddling with its members can be politically dan- 
gerous. The Dnr itself has enough support within the environmental commu- 
nity and enough reputation within the business community that it is relatively 
insulated from excessive outside pressures. Officials described environmental 
groups as providing strong counterpressure to industrial lobbying. Further, 
the agency is relatively insulated from federal influence. Officials cited few 
unwanted instances of federal meddling in their activities. 

Fourth and perhaps most important, the political culture of the state of 
Wisconsin is strongly oriented toward environmental awareness. The state is 
blessed with abundant natural resources and a progressive spirit. In general, 
people are active outdoors and also quite learned and politically aware. As a 
result, they are involved in environmental efforts and informed about en- 
vironmental issues. Parties compete for environmental attention. What was 
once the host for a three-party system is now a state with competitive “two- 
party, liberal-conservative politics.”94 The state is also home to a thriving 
tourist industry. Thus, for economic reasons as well, many citizens adopt 
environmental ideals and encourage the preservation of the state’s natural 
beauty. 


Conclusions 


The dimensions of federalism governing stationary source air pollution con- 
trol policy can be characterized as low in vertical involvement and high in 
horizontal competition. Designation of vertical involvement as low is based 
on the delegation of means of attainment to the state level. The discretion 
created by such delegation fosters relatively autonomous behavior by state 
governments. High potential for interstate competition is created by the 
nature of the problem. Stationary source air polluters are mobile enough and 
large enough as single entities to threaten states with relocation. Further, the 
pollutants themselves can easily travel over state lines, especially when re- 
leased at high levels of the atmosphere. 

The effects of these dimensions on state leadership are apparent in evi- 
dence supporting the three hypotheses of chapter 1. 

Hypothesis 1. The fifty state governments, as the model predicts, exhibit 
wide variance in ss air pollution control behavior. Some correlation exists 
between presence of the problem and state responsiveness, although the 
matching is more direct for stated intentions (table 2.4) and expenditures 
(table 2.5) than it is for behavior such as enforcement (table 2.7) and acid 
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rain control (table 2.8) that might be more objectionable to each state’s 
economic sector. 

Hypothesis 2. High interstate competition makes supersedure of federal 
guidelines unlikely in most cases and delayed even for the strongest states. 
Even in leading state programs such as Wisconsin’s, adoption of market 
incentives has been slow and passage of toxics regulations has been painful 
and protracted. 

Hypothesis 3. The lack of extensive vertical involvement is most apparent 
in the persistence of acid rain problems. State leaders may develop pro- 
cedures to abate the export of harmful pollutants, as did Wisconsin, but 
attaining the cooperation of neighboring states can require legal action. 

During the last twenty years there has been some progress in the control of 
stationary source air pollution, but serious problems have also persisted. The 
effects of the dimensions of federalism on state leadership suggest that state 
governments alone cannot resolve some of these issues. Indeed, policymakers 
need to reconsider just when it becomes necessary to release the “federal 
gorilla” from the closet. The gorilla’s first task should be to coordinate state 
efforts to control acid rain. When President Bush signed the 1990 Clean Air 
Act on 15 November, he at least opened the closet door. 


3 Point Source Water Pollution Control 


In the spring of 1985 Gary Hunt and the other members of the North 
Carolina Pollution Prevention Program hosted a conference. Fifteen admin- 
istrators from five other pioneering state prevention programs gathered in 
Raleigh to discuss their fledgling efforts at an aspect of pollution control 
unaddressed by federal legislation. Five years later, the conference is an 
annual event partially sponsored by the federal EPA with representatives 
from over thirty-five states attending. Pollution prevention is an integral part 
of North Carolina’s point source (Ps) water pollution control program. The 
development and dissemination of such efforts reflects the lead that states 
have taken in this policy area. 

This chapter examines the role of the states in this policy area, discusses 
their overall behavior, and illustrates leading efforts with a description of 
North Carolina’s programs. The above story foreshadows the broader find- 
ings in the chapter. First, state leaders willingly fill in gaps in the federal 
policy structure while not exceeding existing federal guidelines. Second, 
progressive efforts are readily disseminated across state lines. 


The Role of the States in Point Source 
Water Pollution Control 


A comparison of the institutions created at the federal level for control of 
point source (Ps) water and air pollution is interesting. Point sources of water 
pollution are similar to stationary sources of air pollution in that discharge 
emanates from fixed, specific origins such as factories and municipal water 
treatment plants. The 1972 Federal Water Pollution Control Act (FWPCA) 
utilizes the states in a means-forcing system rather than in the ends-forcing 
system relied upon by stationary source air policies. Specifically, the federal 
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government emphasizes means of attainment rather than ambient quality 
goals. Although modified somewhat since, this basic difference between the 
policies has been maintained. Even today, state PS water programs are sub- 
ject to greater federal intervention than are stationary source air programs. 
While different in this vertical dimension, Ps water and air policies are similar 
in the high level of interstate interaction. Polluters and pollution have the 
potential to cross state lines. Both federal intervention and interstate interac- 
tion are discussed more fully below. 


High vertical involvement 


The high degree of federal involvement in state ps water pollution control 
programs has existed since 1972. It was inspired by the demands of environ- 
mentalists and has been guaranteed by the tremendous amount of grant 
money distributed to the states. High levels of funding from the federal pork 
barrel motivate national policymakers to maintain significant mechanisms of 
intervention into state behavior in this policy. 

Vertical involvement in water pollution control was more potential than 
reality until the 1970s. The federal role dates to the Refuse Act of 1899, 
which prohibited industrial waste discharge without a permit from the U.S. 
Army Corps of Engineers. However, despite the fact that industry and agri- 
culture have been responsible for roughly 90 percent of United States water 
withdrawals for decades, and thus presumably have created waste dis- 
charges, the law was not utilized until the 1970s.! In the years preceding 
1972, grant allocations and other legislation seemed to increase the federal 
role in enforcement issues, but the scant efforts that did occur were not 
directed at the areas of the greatest need.? Analysts at the start of the Envi- 
ronmental Decade observed that: “Pollution is welded to political power. .. . 
Wherever water is bad the industries and cities that made it that way are 
ready to use their influence and economic leverage on every level of govern- 
ment to stave off abatement.”3 As a result of government inaction, pollution 
cesspools developed. The Cuyahoga River, for example, was so littered with 
trash that it actually caught on fire in 1969. 

State and local governments were not compensating for federal inertia. 
One early study reported that state programs were usually run “compe- 
tently” and some with “distinction,” but these conclusions were based on a 
survey of six states that were admittedly picked because they had “relatively 
strong programs.” Only half of the states had set standards by 1970, and 
procedures for forcing compliance were slow and conciliatory.5 Testimony in 
1971 Senate hearings contended that, because of understaffing and low 
budgets, less than twenty states were in fair shape on water pollution con- 
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trol. Nor, as developing evidence would show, did regional solutions seem 
any more promising than individual state efforts were.” 

The 1972 FwPCa legislated several major changes in the control of water 
pollution in the United States. With a stated goal of eliminating discharges by 
1985, the legislation limited effluents by setting standards on entire classes of 
industry regardless of location. The National Pollution Discharge Elimina- 
tion System (NPDES) requires industrial and municipal treatment facilities to 
obtain permits that limit their discharge by type and amount. Section 301(a) 
mandates that every Ps polluter must obtain a discharge permit from either 
the EPA or the authorized state agency. The FwPCA set deadlines for industries 
to install “best practicable” technology (1977) and ultimately “best avail- 
able” equipment (1983).8 The law mandated municipal publicly owned 
treatment works (PoTws) to provide secondary treatment of water by 1977 
and best practicable treatment by 1983. Secondary treatment involves the 
use of bacteria and other biological methods to remove wastewater solids, 
which are disposed of as sludge. It is more stringent than primary treatment 
(gravity used to remove sludge) but not as developed as advanced treatment, 
which uses chemicals. The bill also legalized citizen suits against polluters 
and federal agencies if their economic or recreational interests were adversely 
affected by pollution. State governments were to implement, but not modify, 
these limits and procedures. 

The Fwrca does not emphasize water quality goals. National targets are 
not more specific than the achievement of “fishable-swimmable” waters by 
1983. The indicators described later in table 3.2 give some sense of measures 
that could have been used for national ambient standards. The legislation 
makes localized targets possible in the use of ambient quality targets as well as 
the technology-forcing effluent limits on specific bodies of water. Technically, 
water quality levels are to be utilized when technology-based limits are 
deemed insufficient to enable bodies of water to support their designated uses 
(Sec. 303-d). For example, waters categorized as fishable are supposed to be 
able to support a certain level of fishlife. States are then to establish “total 
maximum daily loads,” stringent limits based on the maximum amount of 
pollutants waters can receive without violating quality standards. 

This quality approach, the water equivalent of ambient air standards, 
relies on mathematical models that enable determination of wasteload al- 
locations (wLAs) for individual polluters of the bodies of water. Such an 
approach immediately differs from national ambient standards in two impor- 
tant ways. First;the states determine the final usage for a body of water, 
thereby incurring widely varying sets of standards. Second, modeling was, 
for a long time, unsophisticated and idiosyncratic. Usage, as a result, was 
rare.? Nevertheless, it is important to keep in mind that Section 510 allows 
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states to use effluent limits or quality targets and to use whichever is more 
stringent if they so desire. 

The FwPca included one of the largest public works projects ever legislated 
by Congress. The bill contained authorizations of more than $24 billion, 
mostly for construction of waste treatment plants, an amount that led Presi- 
dent Nixon to attempt in vain to veto the measure. Although the exact 
distribution is somewhat complex, the conference compromise based alloca- 
tion more on congressional need than on pollution.!° Briefly, all states are 
entitled to at least one-half of 1 percent of the federal funds. This universal- 
ism guaranteed a unanimous vote on passage of the bill and override of the 
veto. Not surprisingly then, this aspect and not the intergovernmental im- 
plications of the legislation received the most attention by analysts and the 
public.11 The grant money also ensured the lack of unified opposition by 
state policymakers to serious federal intervention in water issues. 

The high level of pork available in the ps water policy barrel has fostered 
two other developments affecting the role of the states. The first impact is an 
orientation around process rather than results. Grants for plant operations 
are directed at specific projects. This emphasis on means of attainment rather 
than on whole programs (as in air) reinforces the Ps water orientation around 
methods instead of overall behavior.12 Even when planning costs, rather 
than specific actions, are eligible for federal funds as in Section 208 of the 
legislation, the emphasis is on projects rather than on results, on means 
rather than on ends.13 

The second impact of the waste treatment grants program is the preven- 
tion of significant diminution of federal involvement over the years. The 
federal share of the construction costs for PoTWs was initially at least 75 
percent. Annual appropriations were somewhat uneven, especially when 
President Nixon impounded half of the initial allocation.14 Nevertheless, the 
money ensured federal involvement in every stage of PoTw planning and 
construction.!5 While the share of federal money has been changed over the 
years, the level has remained high enough to ensure high national attention to 
state behavior. 

The 1977 amendments to the FwPca modified the state role in ps water 
policy. By then, nearly 85 percent of major ps dischargers were in compliance 
with BPT standards, but only 30 percent of major municipalities had achieved 
secondary treatment.1© Congress responded to the latter by requiring states 
to set aside 3 percent of their potw allotment for innovative treatment 
technology. Within four years, more than 800 municipal projects were using 
new or alternative technologies.!7 Two of the 1977 amendments were stimu- 
lated by court decisions. The most controversial extended federal Corps of 
Engineers jurisdiction over project permits to most navigable waterways and 
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adjacent wetlands.!8 The second institutionalized “toxics consent decrees” 
as court-ordered schedules for control of toxics unaddressed by EpA.!9 These 
amendments further extended federal involvement in state behavior in Ps 
water policy. 

Comparable to air policy, the Reagan administration made numerous 
attempts to revise PS water legislation, largely in the direction of greater 
discretion for state governments. Proposed changes that would have en- 
hanced state authority included more emphasis on ambient goals, greater 
allowance of waivers of enforcement, and extension of NPDES permits.2° 
These efforts were resisted by members of Congress who were protective of 
their power over the treatment grants program. The Reagan administration 
did manage to reduce the federal financial commitment to states by restrict- 
ing the range of eligible porws and reducing the federal share from 75 
percent to 55 percent in 1981.2! Still, attempts to completely restructure the 
federal role were unsuccessful. The one portion of the legislation that did 
receive formal reauthorization during this period was the program of sewage 
treatment grants. Roughly $23 billion was authorized for these grants in the 
years 1981 through 1985. This provides sharp contrast to the 53 percent cuts 
in other state water grants over the same time period.?2 
~ Heavy federal involvement in this policy area is evident in financial ex- 
penditures. Financial involvement by the different levels of government in 
water policy into the mid-1980os is detailed in table 3.1. As in air policy, 
federal involvement declines in the Reagan years, but unlike air, the early 
seventies witnessed dramatic federal growth in devotion of financial re- 
sources. This corresponds to, but is exclusive of, the growth in fixed capital 
investment (waste treatment grants) that is evident in the last column of the 
table. Even aside from these massive capital amounts, federal expenditures 
are considerably higher than those of all fifty states combined in every year 
since 1972. 

The 1987 reauthorization of water legislation followed considerable de- 
bate and, similar to 1972, was passed over a presidential veto.23 The bill 
provides potentially greater state responsibility in several ways. One impor- 
tant issue is toxic pollutants. Although toxic discharges into water had been 
prohibited as early as the 1972 FWPCA, implementation had been slow. For 
example, between 1972 and 1977, EPA had proposed effluent standards for 
only six toxics.25 The 1987 bill mandates compliance by persistent toxic 
polluters by 31 March 1989 and requires states to identify those polluters 
and to specify enforcement strategies. The legislation also directs the EPA to 
identify toxics in sludge and to implement a national sludge management 
program. EPA has issued some interim regulations but its final standards will 
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Table 3.1 Water Pollution Control Funding (million 1972 dollars) 


Federal State and Local 

Abate Reg Res Abate Reg Res Gov 
& & & & & & Ent 

Contrl Monitr. Devel Total Contrl Monitr Devel Total Capital 
1972 75 79 34 188 171 66 aay 2et a2aF 
1973 124 92 Ss lee 155 85 31 271 3404 
1974" * 165 118 67 350 137; 96 16 249 3831 
1975-214 122 60 396 147 99 15 261 4251 


1976 189 114 61 364 142 128 14 284 4432 
1977 ADL 103 61 355 117 152 13 282 4169 
1978 198 125 65 388 102 139 11 DS2 ATID 
1979. A94 145 73 412 115 115 12 242 4617 


1980 8139 189 33 381 118 107 13 O23. we: IRS 
1981 101 156 59 316 eZ 107 6 230 3243 
1982 106 135 61 302 127, 100 5 252. 2899 
1983. 175 126 67 368 134 90 4 228, 2627 


Source: U.S. CEQ, Environmental Quality (1983), pp. 616-18. 


not be promulgated until at least 1991.26 In the interim, voluntary participa- 
tion by state governments is expected. 

The financial structure of Ps policy is also changed by the 1987 reauthori- 
zation to increase state responsibility. The legislation would provide $18 
billion through 1994 for construction of waste treatment plants. The waste 
treatment program is supposed to convert from a system of grants to a 
system of loans in coming years. Specifically, the grants program is author- 
ized through Fy 1990 and then replaced over the next four fiscal years by 
encouraging the states to establish revolving loan fund programs to replace 
federal involvement. The federal funds allocated by the 1987 legislation as 
seed money for the conversion totals $8.4 billion. The effects of such a 
conversion are not yet clear. States may conceivably move to a system of 
privatization of waste treatment plants.27 

< Despite these recent changes, the extent of federal involvement in state Ps 
programs exceeds that of many other policy areas. As one extensive analysis 
describes: “Federal policy on clean water and waste-water treatment . . . has 
been backed by a heavy commitment of resources, high efficacy, and... 
considerable clarity.sOf the three policies we have studied closely, this one | 
has seen the most straightforward implementation.”28 Further, a heavy fed- 
eral presence in this area is likely to continue in the future. For instance, 
NPDES permits are valid for a maximum time period of five years. As they 
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come up for renewal, the permittees are subject to new federal controls such 
as impending sludge regulations.?° 


High horizontal competition 


Point source water pollution is a policy area with high potential for interstate 
competition. The extensive federal involvement in this policy described in the 
previous section is due largely to perceptions of detrimental competition 
between states. As in air pollution, competition between states in ps water 
pollution can take the form of externalities and relocations, Logically, exter- 
nalities are likely since water polluters have traditionally preferred to locate 
by fast-moving rivers that can generate power. Those same rivers can then 
carry pollutants across state lines. Further, states can compete for important 
industries that are able to relocate and therefore able to pressure policy- 
makers. Evidence for public recognition of this potential is apparent in the 
demands of environmental groups that led to the means-forcing structure 
described in the previous section. This section examines those demands and 
suggests why environmentalists were able to get the extensive federal control 
in Ps water that they were unable to achieve in ss air pollution control. I offer 
this history as evidence for the fear of serious interstate competition. 

The choice of technology mandates and symbolic goals instead of measur- 
able achievement levels similar to those for air policy was deliberate and 
explicit. Fear of externalities and interstate competition through lax pollu- 
tion controls stimulated environmental demands for national effluent limits 
throughout the debates on air and water pollution control. Environmental 
activists pushed for “national standards (which) must be prescribed for 
emissions from all stationary sources of pollution.”3° Criticism was even 
leveled on Senator Muskie, the legislative champion of environmental causes, 
for his critical attitude toward effluent limits.3! Muskie, however, initially 
resisted these demands and stated quite explicitly his support for ambient 
standards rather than for effluent limits.32 While Muskie and his supporters 
held the fort in stationary source air pollution legislation in 1970, two factors 
changed by the time of 1972 water legislation. The first of these concerns 
environmental interest groups and the second was the receptivity of national 
policymakers. 

Between 1970 and 1972 environmentalists became more organized, more 
political, and more acceptable to other elements of society. Acceptance came 
from both left and right. The environmental movement in the late 1960s had 
been seen “as a diversion and subterfuge by civil rights, poverty, and anti-war 
groups.”33 By 1972 the environmental lobby consisted of a coalition of 
nearly thirty groups, including environmental organizations such as Friends 
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of the Earth as well as leftist groups such as the League of Women Voters, 
Common Cause, the uAw, and the United Steelworkers. More conservative 
members of the middle class also began to support environmental causes as 
they realized that pollution was so pervasive that it could not be escaped 
simply by moving away.34 Specifically, no location was “safe” because of the 
potential for externalities to cross state lines. Between May 1969 and May 
1971, a period covering the original Earth Day, those ranking pollution as 
one of the most important domestic problems confronting the United States 
jumped by 24 percent to a point where few remained unsympathetic to 
environmental causes.%5 

Swelled by membership figures, environmental interest groups organized, 
shifted headquarters to Washington, and intensified political involvement. 
One survey by the CEQ reported that “more than half the groups had been 
founded during or after 1969.”3° Group activities increasingly concentrated 
on national political lobbying. For example, registered lobby expenditures 
increased between 1970 and 1971 by 57 percent for the Citizens’ Committee 
on Natural Resources and nearly 400 percent for Friends of the Earth.37 In 
the judgment of the editors of CO Weekly Report, the Fwrca ranked as the 
second most heavily lobbied issue of 1972, whereas the CAA had been ranked 
twelfth in 1970.38 Whereas 1970 testimony was supplied by the Environmen- 
tal Defense Fund and the Colorado Citizens for Clean Air, the 1972 partici- 
pants included the Conservation Foundation, Zero Population Growth, the 
Sierra Club, Environmental Action, Inc., the National Wildlife Federation, 
and the AFL-cIo. These are not only national organizations with considerable 
clout, but they testified specifically on the effluents issue.39 This testimony 
was corroborated by other critical portrayals of state behavior and relocation 
competition contributed by analysts*° and by the media.*! 

Support for this greater federal intervention was not unanimous. Spokes- 
men for many industries endorsed quality standards and opposed national 
effluent limits.42 Some state and local officials also objected to increased 
federal control, but their position was undermined by the testimony of 
policymakers from other states, such as Minnesota, who warned of state 
susceptibility to industry relocation pressure without a strong federal pres- 
ence.*3 In the end, the environmental position prevailed. When asked why 
their advocacy was successful in 1972 whereas it had failed two years earlier, 
one of the most outspoken lobbyists responded in a recent interview, “I think 
we were better organized in 1972.” 

The second factor that contributed to the greater federal control of state 
behavior in Ps water pollution control than exists in ss air was the receptivity 
of the policymakers themselves to environmental warnings of high interstate 
competition. This receptivity in 1972 was enhanced by political pressure and 
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Table 3.2 Change in Water Quality (1974-1981) 
# Stations Increase Decrease No Change 


Ten widely used indicators 


Nitrate-nitrite as N 304 25.0% 8.2% 66.8% 
Ammonia 282 11.0 10.6 78.4 
Organic carbon 279 12.9 4.7 82.4 
Phosphorous 301 13.0 10.0 77.0 
Dissolved solids 302 22.5 16.9 60.6 
Suspended sediment 289 2 14.2 70.6 
Conductivity 305 22.6 14.1 63.3 
Fecal coliform 269 7.1 12.6 80.3 
Fecal streptococci 270 0.7 28.9 70.4 
Dissolved oxygen 276 11.2 6.2 82.6 
Average 14.4 12.6 73.0 
Additional indicators 

Temperature 303 Lise, 152 TA9 
pH 304 24.5 18.4 57.2 
Alkalinity 304 59 26.0 68.1 
Sulfate 304 27.0 13.2 53.9 
Calcium 304 7.6 poe Pe 65.1 
Magnesium 304 16.4 15.1 68.4 
Sodium 304 339 92 56.9 
Potassium 304 DONT 13.8 63.5 
Chloride 304 34.2 11.8 53.9 
Silica 302 15.9 13.6 70.5 
Turbidity 259 16.2 6.9 76.8 
Phyloplankton 300 as 14.7 78.0 
Average 18.7 15s 65.7 


Source: U.S. Geological Survey, National Water Summary 1983, p. 46. 


by recognition that precedents for change in the institution of federalism 
itself had been established by the CAa in 1970. 

The effects of political pressure are apparent in the changing nature of 
water pollution legislation. The Senate Public Works Committee bill of 2 
February 1971 proposed state setting of effluent limits and did not represent 
radical departure from the caa of the preceding year. Dissatisfaction with 
state control of water pollution was immediately expressed by environmen- 
talists.44 Such criticism was potentially devastating to the presidential aspira- 
tions of Subcommittee on Air and Water Pollution chair Muskie. Muskie had 
to fear losing the higher ground on these issues to the incumbent president. 
The Nixon administration sent out mixed signals that included apparent 
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Table 3.3 Active NPDES Permits as of March 1988 


Facilities Major permits issued Minor permits issued Total permits issued 
Industrial 35309 43,794 47,173 
Municipal 3,594 11,669 15,263 
Federal 145 1 ioa 1,296 
Total 7,118 56,614 63,732 


Source: U.S. GAo, Stronger Enforcement Needed to Improve Compliance at Federal Facilities, 
p. EI. 


endorsement of “a base level across the country of effluent limitations” by 
EPA administrator Ruckelshaus.*5 Other members of the committee also had 
to worry about their own political ambitions. The subcommittee set about 
rewriting the legislation. According to Chief Staffer Leon Billings, sessions 
involving discussions on these issues were long and contentious.*¢ However, 
once Muskie endorsed the concept of national effluent limits, the decision 
was made. v, 

Higher federal involvement in water legislation due to the fear of interstate 
competition was also facilitated by the changes that had already been made 
to the institution of federalism. In testimony at the time and in later inter- 
views, members of the Muskie Subcommittee showed an awareness of the 
dramatic breaks with federal traditions that were being legislated.*7 Billings, 
architect of much of both pieces of legislation, agreed that the caa had 
provided the initial radical change in state pollution control prerogatives. 
Once the basic structure had been altered, the door was open to monumental 
federal control over Ps pollution. In fact, anything less than a significant 
increase would have been viewed as stagnation. Muskie implicity admitted 
as such when he testified that “Without these elements (uniformity and 
finality), a new law would not constitute any improvement on the old.”48 

The structure created by the Muskie Subcommittee has remained basically 
intact since 1972.\It is a structure based on fear of interstate competition 
through lax standards, which therefore utilizes national effluent limits on 
entire classes of industry: These limits are to be enforced, not changed, by the 
states. When Ps polluters exceed effluent limits, they are deemed to be in 
noncompliance with the law. The EPA and the states are required to enforce 
permit levels before polluters are in noncompliance for two or more consecu- 
tive quarters. Polluters are required to submit periodic reports and apply for 
new permits every five years. This system has remained in effect since 1972 
although different pollutants, particularly toxics, have been added by the 
1977 amendments and the 1987 reauthorization of the act. 
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The Theoretical Model in the Current Context 


Relative progress 


Progress in the improvement of water quality has been slow. Table 3.2 
displays, through reporting by monitoring stations, the overall progress in 
improving water quality subsequent to the 1972 legislation.‘The averages are 
revealing in that the vast majority of indicators hold constant without im- 
provement. The largely symbolic deadlines of 1983 for fishable waters and 
1985 for zero discharge passed without attainment: As of late 1987, the EPA 
estimated that roughly one-fourth of the nation’s waterways did not meet 
designated uses.*? Instances of polluted waterways still receive critical atten- 
tion, as did Boston Harbor in the 1988 presidential election. 

Nevertheless, progress has been made. The figures in table 3.2 do show that 
the deteriorating conditions prior to 1972 have been slowed or stopped in 
most instances. As of 1988, active NPDES permits numbered nearly 64,000.5° 
These are divided between major and minor polluting facilities, based on the 
potential effect of discharge on relevant bodies of water. Table 3.3 shows the 
division of these permits between industrial, municipal, and federal facilities. 
Severely polluted bodies of water such as Lake Michigan and the Chesapeake 
Bay have been significantly improved. In many cases, slow progress is due 
more to neglected nonpoint sources of runoff rather than to the regulated 
point sources. Most national surveys suggest that enough progress has been 
made in controlling point sources that overall water quality has been basi- 
cally maintained in the face of a growing population.5!_ 

A couple of examples show that the pace of progress has been increasing 
since 1980. First, whereas roughly ro percent of industrial facilities were in 
noncompliance in 1979, that figure is recently down to only 6 percent.52 


Only in the area of federal facilities has improvement been nonexistent. 


Second, at the end of the 1970s, only half of relevant municipalities enjoyed 
secondary water treatment and 87 percent of the expensive wastewater 
treatment plants were cited as violating their permits.5+ By 1986 these prob- 
lems had been corrected to the extent that 127 million Americans were 
served by secondary treatment, an increase of nearly 50 percent over 1972.55 


Hypothetical impacts of state governments 


The theoretical model developed in chapter 1 generates several hypotheses 
concerning the impact of state governments on Ps water policy failures and 
possibilities. The first hypothesis suggests that some matching between sever- 
ity and response is evident and that variance in state behavior is lower than 
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that in ss air policy. The second hypothesis predicts high potential for 
horizontal competition can make even leading state programs reluctant to 
exceed federal standards and guidelines when they exist. The third hypoth- 
esis argues that high vertical involvement facilitates the communication and 
coordination of leading program efforts across state lines. Evidence for these 
hypotheses is presented with data on overall state behavior and an in-depth 
analysis of one leading state program: North Carolina. 


Overall State Behavior in Point Source Water Policy 


Behavior of the states in this policy area is crucial to progress in the control of 
Ps water pollution. Evidence for the behavior of all fifty states is presented in 
terms of delegated authority, expenditures, and enforcement. 


Delegated authority 


One way to measure state programs in Ps water pollution control is to assess 
the extent of authority delegated to the state level by the federal government. 
(When the EPA deems a state worthy of delegation, the state program is given 
responsibility to issue permits, monitor compliance, and enforce effluent 
limits on federal facilities.5¢ The positive side of this operationalization is 
that it represents a “fundamental measure of state commitment to surface 
water protection.”5” The negative side of relying too extensively on such a 
measure is that the delegation of federal authority could conceivably be 
determined by aspects other than merit. Nevertheless, tests on this variable 
show some evidence for state responsiveness to the presence of polluters. 
Table 3.4 uses a dichotomous dependent variable. The value of r is given if 
a state program has received federal approval for its NPDES program, its 
regulation of federal facilities, and its pretreatment program.>® This depen- 
dent variable is tested in a simple logit equation against measures of the 
independent variables described in chapter tr. Briefly, fish is a rough measure 
of water quality indicating the percentage of fishable waters in the state at the 
end of the 1970s. The variable mugsp reflects the presence of potentially 
heavy polluting segments of industry in the state’s economy. Relative afflu- 
ence of the state is measured by personal income per capita (pipc). The 
political culture of the state is represented by piindex. Finally, because of the 
(massive amounts of grant money involved, federal financial presence is 
measured in two ways. The measure including this potentially deterministic 
amount is indicated by fwtgpc, which stands fot federal waste treatment 
grants per capita through the early 1980s. Federal involvement is also mea- 
sured by (federal funds allocated to states under Section 106 (fro6pc) for 
purposes exclusive of waste treatment grants. 
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Table 3.4 Delegated Stationary Source Water Authority (dependent var. = 
complete water program authority) 


Independent Variables Logit (w.t.g.) Logit (106) 


constant 4.91 3.39 
(7.76) (6.88) 
fish? —0.78 —0.74 
(0.77) (0.74) 
mugsp> 0.16* 0.17* 
(0.06) (0.06) 
pipes —0.16 —0.08 
(0.22) (0.18) 
piindex4 —7.66 —j a0 
(5.74) (5.73) 
fwtgpc* 4.06 o 
(7.67) Ze 
f106pcf os 1.20 
— (2.89) 
Chi square 17.32 17.60 
sig level 0.005 0.005 


*significant at the 0.05 level 


a. % of state waters fishable or swimmable 

b. manufacturing/utilities as % of gross state product 
c. personal income per capita 

d. index of party competition and turnout 

e. federal waste treatment grants per capita 

f. federal 106 grants per capita 


The results in table 3.4 indicate some correlation between severity of the 
problem and policy response. The variable representing polluting presence is 
significant in both equations, suggesting that the states with high Ps pollution 
potential are also the states with federally accredited programs. The variable 
for water quality is not significant, but similar to comparable measures in air 
policy, this may be more of a methodological problem than a meaningful 
result. Specifically, water quality is affected by point as well as nonpoint 
sources.5? The equations are statistically significant above the 0.005 level. 


Expenditures 


Evidence for state responsiveness in PS water expenditures is less convincing. 
Table 3.5 uses state expenditures in FY1986, the latest year available, as the 
dependent variable. The independent variables are the same as those listed 
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Table 3.5 State Stationary Source Water Pollution Control Expenditures 
(dependent var. = water expenditures per capita FY 86) 


Independent Variables OLS (w fed) OLS (w/o fed) 
constant 0.65 =(). 2 
(1.86) (1.84) 
fish? = —0.24 
(0.18) (1.89) 
mugsp> 0.31 0.97 
(1.34) (1.38) 
pipes 0.91 Oe 
(5.72) (0.47) 
piindex4 0.25 0.37 
(0.81) (0.86) 
fwtgpce 0.48* _ 
(0.20) — 
R square 0.21 0.10 


*significant at the 0.05 level 


a. % of state waters fishable or swimmable 

b. manufacturing/utilities as % of gross state product 
c. personal income per capita 

d. index of party competition and turnout 

e. federal waste treatment grants per capita 


above. The table shows two equations so that the influence of the waste 
treatment grants program can be isolated. The grants variable and the mea- 
sure of affluence are in fact correlated. Indeed, the wtg variable dominates the 
first equation, but when it is omitted, the variable measuring relative afflu- 
ence (pipc) absorbs its significance. The R-square terms are not very impres- 
sive for either equation. This could simply imply that these independent 
variables do not explain spending decisions. This result may also reflect the 
low variance in state expenditures on Ps water policy which was shown in 
table 2.6. Indeed, Hypothesis 1 predicts that variance between state behavior 
in this policy area is much lower than that in ss air policy. 

The waste treatment grant program itself may skew state decisions away 
from water quality needs. The technicalities of this pork barrel, funding for 
construction costs but not for operation and maintenance, are reflective of a 
congressional response that is more concerned with electoral consequences 
than with operational effectiveness. Members of Congress can take credit for 
construction of waste treatment plants and wash their hands of the ensuing 
operation. On the other hand, because these grants subsidize capital but not 
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Table 3.6 State Reception of Waste Treatment Grants (dependent var. = federal 
waste treatment grants per capita) 


Independent Variables OLS estimation 
constant = 2G 
(1.36) 
fish? 0.19 
(0.14) 
mugsp? 0.12 
(0.10) 
pipcs 1.83* 
(0.34) 
piindex4 1.02 
(6.36) 
epaac —O:21 
(0.21) 
R square 0.45 


*significant at the 0.05 level 


a. % of state waters fishable or swimmable 

b. manufacturing/utilities as % of gross state product 
c. personal income per capita 

d. index of party competition and turnout 

e. EPA actions for noncompliant state behavior 


operating costs, state officials have incentives to build expensive, capital- 
intensive plants but little incentive to concern themselves with subsequent 
operations.®9 

One important question suggested by the significance of the waste treat- 
ment grant program in state spending is whether or not states with a heavy 
polluting presence are those that are willing to spend the necessary amounts 
in matching funds to obtain these grants. Table 3.6 shows water treatment 
grants per capita as determined by the independent variables already de- 
scribed, with one change. Since federal influence obviously cannot be the 
same variable on both sides of the equation, the federal presence is measured 
here in EPA actions against the states for noncompliant behavior (epaa). 
Again, relative affluence (pipc) is deterministic. Water quality (fish) and 
polluting presence (mugsp) are not significant but nevertheless important 
variables in the equation. The t-statistics for these variables do not reflect 
significance, but neither do they suggest that pollution has no bearing on 
whether or not states obtain portions of this massive grant program. Since 
the universal aspect of the grant program legislation mandated that each 
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state would receive at least one-half of 1 percent of the funds, perhaps a 
stronger showing for these variables should not be expected. 


Enforcement 


The state record in enforcement against ps water polluters is also mixed. As 
in air, enforcement by state authorities in water pollution traditionally relied 
largely on self-monitoring by polluters and the occasional Notice of Viola- 
tion intended mainly to bring the offender back in line, not to punish past 
behavior or prevent future behavior.*! This appears to be changing as some 
states apply stiff fines and penalties. North Carolina, as described below, 
does not hesitate to punish noncompliant behavior. Following passage of a 
1986 law allowing heavy fines, Massachusetts assessed nearly $700,000 
worth of penalties in the first six months.62 The major exception to in- 
creasingly stringent enforcement by state governments is predictable consid- 
ering the heavy federal presence in Ps control described earlier. States are still 
reluctant to enforce limits against federal facilities. In forty-six cases of 
federal facility violations over fiscal years 1986 and 1987, only eight received 
timely action from the proper authorities.®3 

Table 3.7 displays a more systematic assessment of state enforcement 
efforts. The dependent variable utilizes data compiled by the FREE organiza- 
tion on state water programs that includes monitoring, compliance, and 
backlogs. The variable is actually a combination of FREE’s rankings of sur- 
face water and ground water programs. This is done because both are 
impacted by Ps polluters. The independent variables are as described above, 
retaining the epaa variable because of multicollinearity between affluence 
and waste treatment grants. Two columns are presented, one for an OLS 
estimation of the equation and the second column for a logit analysis with 
the dependent variable divided into strong and weak programs. Both equa- 
tions are fairly strong. The higher variance in the dependent variable in the 
OLs equation allows a strong showing by the federal variable. This variable’s 
negative sign reflects the imposition of federal actions on weaker state pro- 
grams. Both equations show the importance of personal income per capita in 
developing strong programs. The significance of this variable is consistent 
with the argument that relatively affluent states may be more willing to risk 
losing Ps polluters through relocation than are poorer governments. The 
strong showing of the income variable in all of these results suggests a caveat 
about the resurgence of state governments. Responsive behavior is more 
likely when it is affordable. 

Finally, mention should be made of perhaps the most important area of Ps 
policy enforcement by state governments in coming years. Enforcement in 
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Table 3.7 Rankings of State Stationary Source Water Programs (dependent var. = 
surface + ground water rankings) 


Independent Variables OLS Logit 
constant . 0.64 oe 
(7.65) (7.64) 
fish 0.51 0.23 
(0.78) (0.73) 
mugsp> 0.37 0.46 
(0.57) (0.55) 
pipes 0.47* 0:55" 
(0.19) (0.22) 
piindex¢ —0.33 —0.95 
(0.36) (0.58) 
epaa‘® —0.58* —0.39 
(0.12) (0.24) 
R square 0.44 
Chi square 21.08 
sig level 0.005 


*significant at the 0.05 level 


a. % of state waters fishable or swimmable 

b. manufacturing/utilities as % of gross state product 
c. personal income per capita 

d. index of party competition and turnout 

e. EPA actions for noncompliant state behavior 


the area of toxic substances shows that states are beginning to make some 
progress. Toxicants are pollutants that can seriously damage biological sys- 
tems in living organisms, to the point of causing death. Similar to ss air 
pollution control policy, this issue is left largely up to state governments. As 
of 1986, all states had narrative requirements for toxic pollution, but more 
importantly, more than thirty states had established numeric criteria for 
toxics.®4 In addition, thirty-seven states require at least some industries to 
conduct bioassays, testing of toxic effects on organisms in the water.®> 


Overall performance of the states 


Some states have developed professional programs to control ps water pollu- 
tion. The slow pace of progress toward attainment of water quality goals is 
more attributable to nonpoint than point sources of pollution. Still, ps 
control is more likely if states have resources available to afford strong 
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programs. The following section examines one leading state in this particular 
policy area. 


Leading State Behavior in Point Source 
Pollution Control 


Leading state behavior in Ps water pollution control is significantly affected 
by high potential interstate competition and heavy federal involvement. I 
describe the fundamentals of one leading state program and then consider 
some innovative developments. Data used in the preceding analysis allow 
identification of North Carolina as one of the leading states in ps water 
pollution control. North Carolina has had the complete program authority 
described for table 3.4 since 1984. In the rankings used in table 3.7, the 
state’s surface water program scored Io out of 10, with no other state 
receiving even a 9.7 The groundwater program received an 8 out of 10.68 


Description 


Water, and the control of water quality, is abundant in the state of North 
Carolina. Over 300 miles of ocean coastline and 3,200 square miles of 
estuaries are complemented inland by 37,000 miles of freshwater streams 
and rivers, 305,000 acres of lakes, and countless acres of wetlands.©? The 
state has implemented practices to control the quality of these bodies of 
water since 1972. Responsibility for state efforts is housed in the Division of 
Environmental Management (DEM) within the Department of Natural Re- 
sources and Community Development. This section describes the fundamen- 
tal components of the North Carolina ps program. 

Central to the ps water program is the system of NPDES permits. As of 
1988, the DEM monitored 3,584 point source permits within the state. In 
terms of the categories cited in table 3.3, 305 (120 major) are municipal, 47 
are federal, and the other 2,301 are industrial and other dischargers (94 
major).7° The DEM requires permits for every type of waste disposal, from 
single residences to factories, that might affect water quality. One leading 
administrator asserted that coverage was much more thorough than in other 
states, an assertion supported by other sources.7! Table 3.8 shows some of 
the fees that accompany the permits and help fund the water quality pro- 
gram.72 Several points are apparent from the table. First, with over three 
thousand permits, the fee schedule generates considerable revenue. Annual 
revenues from fees are expected to exceed $2 million, or roughly 25 percent 
of the water budget.73 Second, the fee framework is comprehensive enough 
to allow thorough coveragesThird, effort is rewarded as each polluter re- 
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Table 3.8 North Carolina Stationary Source Water Permit Fees 


Application Annual 
Category Standard Renewal Standard Compliance 
> 10 mill Grp (gallons per day) 
industrial $400 200 1200 900 
domestic 400 200 900 675 
1 to 10 mill Gpp 
industrial 300 150 800 600 
domestic 300 150 600 450 
100,000 to 1 mill Grp 
industrial 250 125 400 300 
domestic 250 125 300 225 
< 100,000 cpp 
industrial 200 100 300 225 
domestic 200 100 225 150 
single family dwelling 120 60 — = 
most general permits 200 0 200 0 


Source: N.C. Administrative Code, Sec. 15A NCAC 2H.o100, p. 5. 


ceives a 25 percent discount on the annual administration and monitoring fee 
if its facility is in compliance. 

In addition to comprehensiveness, the North Carolina permit process is 
stringent. The state heavily utilizes the ambient option described in a preced- 
ing section. The DEM explicitly states that “The primary control on point 
source pollution in North Carolina is the imposition of water quality-based 
effluent limits in NPDEs permits.”74 As detailed in the state code, the state uses 
federal guidelines for effluent limited streams. However, when those guide- 
lines do not allow attainment of designated water quality, then the DEM 
calculates its own limits.75 Two different high-ranking officials each esti- 
mated that 75 percent or more of the state’s waterways are subject to water 
quality standards that impose more stringent limits on polluters than op- 
tional federal guidelines do. This figure is much higher than in most states. 
The North Carolina standards are based on increasingly sophisticated math- 
ematical modeling and a hearing process for the determination of designated 
uses for bodies of water.7® The state utilizes some 340 ambient monitoring 
stations to collect data for their models and to detect quality trends in 
conducting nearly one thousand wasteload allocations per year.77 

Besides comprehensiveness and stringency, the North Carolina NPDES 
process is aggressive. Administrators used this term frequently to emphasize 
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the sincerity of their efforts. The DEM utilizes computer targeting, inspec- 
tions, and auditing to determine if and when enforcement actions are neces- 
sary. Enforcement actions include fines, assessments, and even revocations of 
permits. As one chief enforcer asserted, the state will “hit °em (violators) hard 
if they need to be hit hard.” Results have been significant. According to one 
outside authority, only 1 percent of major nonmunicipal dischargers were in 
significant noncompliance in late 1986.78 Overall compliance of major dis- 
chargers was roughly 94 percent in 1985 and has been significantly improved 
in subsequent years.7? Not only are compliance rates among the highest in 
the nation, but the state is a leader in actually achieving zero discharge. The 
DEM is increasingly requiring polluters to show that no nondischarge alterna- 
tives are economically feasible before issuing permits. 
< Overall water quality results reflect the effectiveness of the ps permit 
program. More than go percent of the state’s streams and rivers were as- 
sessed for the 1988 305B progress report. Nearly 68 percent of evaluated 
streams fully support and 28 percent partially support their designated uses. 
Less than 1 percent of lakes, reservoirs, estuaries, and sounds do not support — 
designated uses.8° Most of this progress has occurred in the last two decades: 
During that time, for example, more than two hundred municipalities have 
received federal or state funds to improve water supply, so that more than 80 
percent of the state’s population now has more than secondary treatment.8?» 
Compliance rates on industrial facilities are high and getting higher. Accord- 
ing to the 305B evaluation, nonpoint sources account for more than 90 
percent of the impairment that still exists.82 Point sources of water pollution 
are, for the most part, well under control.83 
In addition to the permit program, North Carolina is showing progress in 
other water policies. The DEM recognizes that nonpoint sources of pollution 
have not received as much attention as point sources have in the past. In fact, 
these priorities are attributed (as described in chapter 5) to federal legisla- 
tion.3+ However, the state has made significant progress in its NPs efforts in 
recent years with agricultural cost-sharing and stringent coastal stormwater 
rules that federal authorities have so far been only talking about.85 The state 
is also actively pursuing the major cause of groundwater problems with a $1 
million inventory and assessment of leaking underground storage tanks.86 
Positive results from these efforts are crucial to continued improvement in 
state water quality. 


Leadership 


North Carolina policymakers have shown leadership in several aspects of ps 
water pollution control. These include organizational decentralization, ba- 


76 The Dimensions of Federalism 


sinwide assessments in permits, toxicity regulations, and pollution preven- 
tion. Most of these innovations have been developed in the last five to seven 
years, a time period consistent with the hypothesized resurgence of state 
governments. These innovations fill gaps in the existing federal structure and 
are being rapidly disseminated to other states and even to the federal level. 

The North Carolina DEM relies heavily on its regional offices for imple- 
mentation and enforcement. North Carolina has seven regional offices, each 
organized similarly to the state office with branches for groundwater, water, 
and air control.87 The regional offices are responsible for inspections, issu- 
ance of notices of violations, and enforcement of penalties. Officials within 
these offices are the public employees who are in actual contact with ps 
polluters, To ensure that “capture” does not occur at this local level, the 
regional officials answer to two different bosses, the regional supervisor (for 
all media) and the state water quality administrator. Open lines of communi- 

-cation are emphasized both across regions and between the regions and the 
central office. This decentralization facilitates thoroughness and responsive- 
ness to local circumstances. One high-ranking state enforcer, a former re- 
gional operative and supervisor himself, was proud to note that most states 
are more centralized and therefore less effective. Even so, many states are 
currently developing greater reliance on decentralized offices precisely be- 
cause decentralization does allow more specific responses to problems. 

Another area of innovation in North Carolina’s Ps water pollution control 
program is basin permitting. As of the start of 1990, the state is converting to 
an arrangement in some instances whereby all discharger permits in the same 
basin will expire at the same time. This allows across-the-board cutbacks in 
permitted discharge if necessitated by water quality in the basin. Again, this 
conversion becomes possible because of greater sophistication in water qual- 
ity modeling. 

DEM administrators are quite proud of their aquatic toxicology program. 
North Carolina was among the first, if not the first, states to apply toxic 
water permits in a regulatory capacity. The DEM requires certain NPDES 
permittees to conduct tests to determine the effect of effluents on specified 
organisms.88 The actual test procedures are specified within each NPDES 
permit or administrative letter. Test results are recorded as pass or fail.89 The 
DEM itself conducts on-site toxic evaluations of ambient water quality as well 
as of effluents.2° The redress of toxic pollutants has been mandated by 
federal law for years.?! However, it has only been a reality since North 
Carolina in 1987 and other states developed the capability to test toxic 
effluents. North Carolina has set numeric criteria for fifteen nonorganic 
pollutants and sixteen organic pollutants, more than in most other states.92 
Further, the state has an extensive bioassay program.?? According to Ken 
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Eagleson, one of the architects of the North Carolina effort, toxic regulation 
stimulated considerable opposition by municipalities and at least implicit 
threats of relocation by industries but was heartily applauded by federal 
authorities. Dissemination of this innovative response is apparent in the 
efforts of other states, especially those neighboring North Carolina. For 
example, South Carolina also adopted pass/fail toxic tests in 1988.94 

Finally, let us return to the story of the Pollution Prevention Program that 
began this chapter. Like any innovation, the ppp started as an idea. Ina 1982 
North Carolina symposium, local academics proposed public efforts to en- 
courage industrial restructuring toward cleaner technology and more pollu- 
tion abatement.?5 The state appropriated $300,000 to research pollution 
prevention in 1984. The ppp was adopted by the Department of Natural 
Resources shortly thereafter and has since become a significant part of the 
state’s pollution control efforts. The ppp provides technical assistance in the 
form of information and on-site (roughly one/week) advice to polluters 
seeking help, financial assistance in matching grants for pollution prevention 
($880,000 since 1985), and research and education projects.2© Gary Hunt 
has been with the ppp since the beginning and is now the director. In a recent 
interview, he described why the PrP receives so much support. The program 
has a good relationship with regulators because they provide the “best 
referrals.” In other words, when a polluter is in trouble with the DEM, they 
often come to ppP for advice. Polluters support ppp because Hunt and his 
employees provide free support, which can indeed save money and deter 
regulatory penalties. Similar programs have been developed in other states 
and are now being pushed at the federal level for a simple reason.97 As Hunt 
says, “The bottom line is economics, it’s gonna save money.” North Carolina 
is not only leading the states, but Hunt’s former boss was recruited by EPA to 
coordinate federal efforts.98 

Two aspects of these innovations should be emphasized. First, innovative 
state actions are occurring in PS water policy in areas where the federal 
government expects results but has not become involved, such as toxics and 
prevention: State leadership does not exceed federal guidelines unless specifi- 
cally allowed, as in ambient monitoring. In fact, North Carolina even has 
explicit legislation (the Hardison Amendment) that prohibits state policy- 
makers from exceeding federal authority in these areas. As one official told 
me, “When they (the federal government) don’t specify something, that’s 
when we can jump in.” Some of these innovations have spread rapidly. Most 
states are now tackling the toxic problem and more than thirty-five states 
have pollution prevention programs.?? Further, the federal government is 
also adopting some of these innovations. 

The second conclusion regarding these innovations is less positive. The 
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reluctance to exceed federal guidelines in areas where the federal government 
has become involved but has not defined the state’s role, such as nonpoint 
source (NPS) control and sludge disposal, has slowed progress toward quality 
goals. Slow development of NPs programs has prevented attainment of water 
quality goals in many states, including, as mentioned earlier, active states 
such as North Carolina. This policy area is considered more fully in chapter 
5. While it can be argued that nps problems are distinct from Ps programs, 
the same cannot be said for sludge disposal. As PoTWs continue to increase 
the annual generation of sludge, state participation in interim federal pro- 
grams remains “low.” As of late 1989, only eight states were willingly 
participating fully in disposal efforts and their approaches displayed consid- 
erable variance.!° As federal guidelines remain vague, interim, and volun- 
tary, state policymakers may find it difficult to muster the resources and 
motivation necessary to fill in this gap in water policy. 


Explanation 


Why has North Carolina been a leading state in ps water pollution control? 
North Carolina has long been considered more progressive in many areas 
than most of its southern neighbors.!°! The state populace is quite literate 
and environmentally conscious. Academics provide a significant presence 
with so many universities and researchers (Research Triangle Park) in close 
proximity to the state capital. Several of the policymakers I interviewed cited 
thé availability of expertise and the presence of academics on advisory 
boards as contributing to progressive ideas, Eagleson attributed the develop- 
ment of the water toxics program to a fairly unique combination of expert 
technicians and dedicated administrators. Finally, state political institutions 
have been, for the most part, supportive. For example, the 1989 state assem- 
bly passed numerous pieces of environmental legislation with direct impact 
on DEM efforts, including watershed protection, stormwater runoff rules, and 
offshore oil requirements. 


Conclusions 


| The dimensions of federalism governing point source water pollution control 
policy can be characterized as high in vertical involvement and high in 
horizontal competitions Unlike ss air policy, the federal government has been 
“willing to specify means of attainment as well as overall quality goals in this 
policy area. Similar to ss air policy, polluters can viably threaten relocation 
as important single entities. Further, since many point source polluters have 
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traditionally depended on currents of waterways to generate power, their 
pollutants may well be deposited in bodies of water that cross state lines. 

The effects of these dimensions on state leadership are apparent in evi- 
dence supporting the three hypotheses of chapter 1. 

Hypothesis 1. Some correlation exists between severity of the problem and 
responsiveness at the state level in ps water policy. Matching is apparent in 
the delegation of responsibility by the federal government to qualified states 
(table 3.4). Overall matching of response to need is significantly influenced 
by the availability of resources (table 3.7). Matching behavior is more likely 
when states have enough resources to be less concerned about losing impor- 
tant constituents to relocation. 

Hypothesis 2. The high potential for interstate interaction affects not only 
the importance of available resources in Hypothesis 1 but also the willing- 
ness of leading state programs to innovate. State leaders display creativity in 
filling gaps in the federal structure but reluctance in exceeding federal guide- 
lines where they exist. North Carolina policymakers have developed coastal 
stormwater rules, toxic regulations, basin permitting, and decentralized ap- 
plication of ambient standards as innovations that do not directly exceed 
federal guidelines. On the other hand, states have been slow to regulate 
sludge disposal and polluting federal facilities. 

Hypothesis 3. High vertical involvement facilitates dissemination of inno- 
vations. Communication and coordination of creative programs has been 
impressive. North Carolina’s efforts in basin permitting, aquatic toxicology, 
and pollution prevention have been rapidly adopted by other states and even 
by the federal government. 

State governments have made serious progress in the control of point 
source water pollution since 1972. Much of the innovative behavior in this 
policy area is taking place at the state level. Some of the state policymakers I 
interviewed felt that the federal government was lagging behind in areas such 
as pollution prevention. Communication and coordination of these innova- 
tions could be enhanced by regional seminars, voluntary transfers, and on- 
site workshops. Such efforts would not only keep the federal government 
informed but may help to lessen the gap between affluent and less-affluent 
states. 


4 Mobile Source Air Pollution Control 


From the highest peak in the continental United States, you can see Los 
Angeles. Mount Whitney is located in the Sierra Nevada over one hundred 
miles northeast of L.A. Looking southwest from the summit you see an ugly 
brown cloud that spoils an otherwise beautiful horizon. That cloud repre- 
sents the worst manifestation of all the activity in Tinsel Town, smog from 
thousands of motor vehicles. When I asked Deputy Executive Officer Tom 
Cackette, of the California Air Resources Board (CARB), why his state tradi- 
tionally led the rest of the nation in automobile pollution controls, he re- 
sponded immediately with “L.A.” 

This chapter describes the leadership of the states in the control of mobile 
source air pollution. In this policy area, the dimensions of federalism stimu- 
late an efficient match between problem severity and state response. Further, 
some states, particularly California, have developed comprehensive, inde- 
pendent responses to tragic situations such as the smog in Los Angeles. These 
responses explicitly exceed federal standards and are rapidly emulated by 
other leading states. 


The Role of the States in Mobile Source 
Air Pollution Control 


Mobile source (Ms) air pollution is a serious problem. Gasoline-powered 
vehicles emit hydrocarbons (HC), carbon monoxide (Co), nitrogen oxides 
(NOx), and particulates. The amounts of pollutants depend on the size, 
design, and condition of the engine as well as the load being pulled. Auto- 
mobiles contribute roughly two-thirds of all vehicle pollutant emissions.! 
Smog is principally composed of ozone, which is formed by a chemical 
reaction of volatile organic compounds (voc, hydrocarbons and nitrogen 
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oxides) in sunlight. About 31 percent of voc emissions in 1987 were contrib- 
uted by transportation sources. Effects on humans from MS emissions in- 
clude reduced visibility, impaired breathing, and potential damage to heart 
functions. Even though an explicit federal policy structure to control vehicle 
emissions has existed since 1970, cities like Los Angeles remain plagued by 
Ms pollution. 

Mobile source emissions are obviously a public goods problem. Each 
vehicle contributes pollutants to air that all have to breathe. Material incen- 
tives exist for each driver to avoid costs on his or her own vehicle while 
hoping that others will reduce emissions from theirs. The usual American 
solution to a public goods problem is government intervention. In the case of 
Ms pollution control, government intervention has involved extensive federal 
involvement. The already low relative potential for interstate competition is 
thus further reduced. 


High vertical involvement 


Federal policy involvement in this area was stimulated by initial government 
action that originated in the states, California in particular. As early as the 
1950s, California officials asked the automobile industry to do something 
about the smog problem in Los Angeles. The lack of response by manufac- 
turers led to state actions in the early 1960s that progressed from voluntary 
installation of crankcase devices in 1961 to required exhaust controls for 
1966 cars sold in California. These actions prompted 1965 federal amend- 
ments to existing air legislation that directed the U.S. Department of Health, 
Education, and Welfare to establish emission standards for motor vehicles. In 
1968 HEW set standards for HC and co for cars and light trucks. This set the 
stage for formal institutionalization of the process two years later. 

The 1970 Clean Air Act provides the basis for extensive federal control of 
MS emissions. Unlike most of the provisions in the act for stationary source 
air polluters, the legislation specifies required percentage reductions in HC, 
CO, and Nox emissions from mobile sources. This differentiation between 
mobile and stationary sources is interesting considering the relatively equal 
contribution of these two categories of air pollution sources. Authorities at 
the time recognized that moving sources were responsible for about 42 
percent of total emissions of the five major pollutants.3 The legislation called 
for 90 percent reductions in HC and co by 1975 from 1970 levels and 90 
percent reductions in NOx by 1976 from 1971 levels. Cars were to be built 
that met these standards for five years or 50,000 miles, whichever came first. 
All parties concerned recognized these standards as “technology-forcing” in 
that they were beyond existing manufacturing capabilities.4 
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Several reasons explain why the CAA was so explicit on Ms pollution. First, 
consensus existed that automobiles were the largest source of cited emissions 
and responsible for the ugly haze in Los Angeles and other places.’ Second, as 
the California experience showed, auto executives had displayed “little will- 
ingness to respond voluntarily” and thus stimulated explicit directions.® 
Third, the auto lobby did not fight the national intervention as much as 
might have been expected largely because they feared fifty diverse sets of state 
standards even more than one national set. 

These significant federal controls were further strengthened by the 1977 
CAA amendments. By then, experts blamed automobiles for 40 percent of HC, 
84 percent of Co, and 39 percent of NOx emissions.7 The amendments set 
stringent standards for new automobiles, as shown in table 4.1. The legisla- 
tion allowed only the state of California to set independent tailpipe stand- 
ards. However, the other states were allowed to adopt California’s standards 
once established. Obviously, the required percentage of reductions shown in 
table 4.1 were immense. Amendments also tightened standards for emissions 
from heavy-duty engines and for particulates from diesel engines. Policy- 
makers required gas stations to make available unleaded gas to be used in 
catalytic converter-equipped vehicles. In addition, the law recognized the 
effect of emissions at higher altitudes and allowed Epa to set higher standards 
for cars sold in such locales (Sec. 202-f). The 1977 CAA further required states 
to revise their State Implementation Plans (stps) by 1 January 1979 showing 
how attainment of ambient standards would be achieved by 31 December 
1982 (with limited exceptions). Finally, provisions were made for mandatory 
usage of inspection and maintenance (1/M) programs. 

1/M programs thus became an integral part of Ms pollution control in 
1977. Data showed that 80 percent of the roo million automobiles in the 
country did not meet existing standards, a total attributed largely to malad- 
justment (47 percent) and tampering (18 percent).? One proposed solution 
for inadequate in-use performance was for states to set up mandatory 1/M 
programs involving emissions tests to detect and encourage repairs of high- 
polluting vehicles. The proposal was not entirely new. The 1970 CAA had 
allowed 1/M programs. In addition, a 1973 decision by the U.S. Court of 
Appeals in Washington endorsed such procedures in states adversely affected 
by Ms pollution.? However, independent state adoption of 1/M programs 
prior to 1977 was not widespread due largely to local public disapproval.!° 
Some authorities endorsed federally imposed mandatory I/M programs as 
effective enforcement of in-use emissions controls.!! 

The federal response to these demands is fairly explicit. While setting 
attainment deadlines for ozone and carbon monoxide for the end of 1982, 
the law allowed for five-year extensions (until 31 December 1987) for ozone 
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Table 4.1 1977 Light-Duty Vehicle Emission Limits (grams/mile) 


Pollutant Without Control 1977 Standard Percent Reduction 
Hydrocarbons 8.8 0.41 95% 
Carbon Monoxide 87.0 3.40 96% 
Nitrogen Oxide 3.6 1.00 72% 


Source: U.S. EPA, Progress in the Prevention and Control of Air Pollution in 1986, p. 1X-1. 


and hydrocarbon nonattainment areas if revised sips included a specific 
schedule for implementation of an 1/M program. The definition of an accept- 
able 1/M plan, according to EPA policy of July 1978, is one that would achieve 
25 percent reductions in HC and Co emissions by 31 December 1987 com- 
pared to what would have been emitted without the 1/M program. This goal 
was based on the accomplishments of the existing New Jersey 1/M pro- 
gram.!2 EpA enforcement of this provision has been inconsistent in terms of 
its stringency and application. !3 Still, Epa has set up an I/M audit program. In 
1986, for example, the federal agency conducted thirteen audits and six 
follow-ups to pinpoint deficiencies in existing 1/M programs.14 Other details 
of 1/M programs, such as time intervals between inspections and variance on 
standards by age of the car, were left to state and local policymakers.15 

In addition to emission controls and mandated 1/M programs, the federal 
government has had an impact on automobile pollution with the imposition 
of the Corporate Average Fuel Economy (CAFE) requirement. Higher gas 
mileage means less burning of fossil fuels. The CAFE requirement was set by 
Congress at 27.5 mpg as an average for all new cars produced by a manufac- 
turer to be achieved by 1985. One provision allows the Department of 
Transportation to amend the requirement if circumstances change. Indeed, in 
response to the demands of auto manufacturers, the standard for 1986—88 
was lowered to 26 mpg and for 1989 to 26.5. Auto producers criticize the 
CAFE for reducing competitiveness and for targeting “the source of a remark- 
ably small share of these (greenhouse) gases on a worldwide basis” even 
while admitting that American vehicles contribute 5 percent of the world’s 
CO2 emissions. 16 

The federal government has continued to maintain a strong role in the 
control of Ms emissions. Efforts prior to the comprehensive 1990 Bush 
administration proposals have occurred in four major areas. First, the EPA 
promulgated a rule taking effect 1 January 1986 reducing the lead allowed in 
gasoline from 1.1 gram/gallon to o.1 gram/gallon.17 Second, the agency 
proposed cuts in commercial gasoline volatility to control evaporative emis- 
sions. Hydrocarbons released by gasoline vapors are especially problematic 
during the summer heat. In 1987 EPA proposed Phase I reductions of summer 
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gasoline volatility to 10.5 pounds per square inch by 1989 and Phase II 
reductions to 9 psi by 1992.18 Third, EPA has submitted a draft proposal 
requiring additional onboard controls to reduce hydrocarbons released in 
refueling.!9 Finally, EPA proposed to require ozone nonattainment areas to 
reduce the emissions of hydrocarbons annually.2° 

The 1990 Clean Air Act maintains a high level of federal involvement in 
this policy area. The legislation was originally proposed by the Bush admin- 
istration in 1989.2! The bill went through numerous changes in the Congress 
before becoming law on 15 November.2? The 1990 Clean Air Act lowers 
emission limits in hydrocarbons and nitrogen oxides by substantial amounts, 
proposes pilot programs for alternative-fuel cars, and requires cleaner-burn- 
ing gasoline to be available in the smoggiest cities. The provisions of this bill 
concerning stationary sources of air pollution are discussed in chapter 2. 

The cost effects of these federal requirements should not be underesti- 
mated. As early as 1981, new cars averaged $582 worth of emission control 
equipment.?3 The preproduction certification program for new cars is quite 
extensive, involving testing of prototypes, EPA review of test results, and 
identification and correction of unacceptable emission levels.24 The costs to 
states for inspection programs run in the millions of dollars. For example, 
Wisconsin’s program is estimated to total $9.2 million annually.25 


Low horizontal competition 


Horizontal competition between states is relatively low in this policy area. 
Mobile source pollution involves relatively little impact from interstate trans- 
fer of polluters or pollutants. 

Automobile drivers enjoy little leverage through threats of relocation. 
Even if emission limits are stringent, vehicle operators are too numerous and 
too unorganized to threaten relocation by suggesting a massive transfer of 
drivers from one state to another. Unlike the loss of large industries or 
utilities, the loss of one driver to another state will be unnoticed. National 
organizations such as AAA could organize actions within individual states, 
but such behavior has been relatively ineffective. 

Interstate externality effects from Ms auto pollution are also relatively low 
compared to that from stationary sources. A state cannot encourage all of its 
drivers to mass on the downwind boundary of the state so that emissions are 
externalized to neighboring locations. Much of the ozone that does occur is 
trapped by geography and temperature inversions in the cities where it 
originates. Of the heavy acid rain in northeastern states, 70 percent is esti- 
mated to be caused by sulfur-based, nonautomotive sources and the remain- 
ing 30 percent is nitrogen-based emissions that are split between utilities, 
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industries, and transportation sources. One estimate attributes as little as 5 
percent of acid rain deposition to automobiles.?¢ 


The Theoretical Model in the Current Context 


Relative progress 


Most authorities agree that substantial progress in the control of mobile 
emissions has been accomplished but also that progress has not come cheaply. 
Since 1977 ozone emissions have been reduced by 21 percent, carbon monox- 
ide by 32 percent, nitrogen dioxide by 14 percent, and airborne lead by 87 
percent.27 In return, Americans pay more for vehicles, more for fuel, and 
more for services than they have in the past.28 

Progress slowed during the 1980s. The Reagan administration relaxed 
regulations such as the CAFE requirement.2? The summer of 1988 made 
millions of Americans realize that Los Angeles is not the only city to suffer 
from smog. Particularly high temperatures contributed to serious urban 
pollution problems. In the nation’s capital, for example, the levels of ozone 
peaked at 50 percent higher than the federal standard, one of the highest 
levels in decades. Mobile sources produced the vast majority of the offending 
pollution.° In all, nearly one hundred urban areas occasionally suffer from 
ozone levels in excess of standards set to protect the public health. 


Hypothetical impacts of state governments 


The theoretical model developed in chapter 1 generates several hypotheses 
concerning the impact of state governments on Ms air policy failures and 
possibilities. The first hypothesis suggests that matching between need and 
response is quite high. Heavy federal influence and low interstate interaction 
ensure that the severity of the problem is a significant determinant of varia- 
tion in state behavior. The second hypothesis argues that low horizontal 
competition enables leading state policymakers to exceed federal guidelines. 
The third hypothesis predicts that the efforts of leading state programs can be 
quickly emulated. 


Overall State Behavior in Mobile Source 
Air Pollution Control 


State governments have less discretion in controlling Ms air pollution than 
they do for most stationary sources.3! National manufacturers are responsi- 
ble for mandated emission reductions. Nevertheless, the caa does contain 
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Table 4.2 Early 1/m Auto Pollution Programs 
Locale Date Description 


Arizona 1974 Network of 12 1/M stations. Mandatory $5 tests starting in 
1976 but repairs optional until 1977. 1 million cars in- 
spected with 50% rejection rate in first year. Public outcry 
lowers later standards. 

California 1973 Statute calls for local programs. Voluntary program in 
Riverside between 9/75 and 2/76 ran rejection rate of 34%. 
Competitive bidding for L.A. program awarded on 6/30/77 


but unfinished. 
Chicago 1973 In response to EPA request, city began program which re- 
quires inspection but provides no powers of enforcement. 
Cincinnati 1973 In response to EPA request, city began program which is 


largely ineffectual since Kentucky cars (80,000 in the city 
each day) are exempt. 

New Jersey 1974 Mandated by state law. Standards will vary by model year 
with rejection rates ultimately to reach 30%. 

Oregon 1973 Voluntary program with widespread acceptance encouraged 
by bumper stickers. Mandatory tests started in 1975 with 
certificate costs of $5 but no charge for failed tests or retests. 

Rhode Island 1976 Legislature passed bill calling for private contractors but 
public outcry put plan on temporary hold. 


Source: U.S. EPA, A Review of Vehicle Inspection and Maintenance Programs in the United 
States; U.S. GAO, Better Enforcement of Car Emission Standards. 


provisions that create the potential for state variance and allows for testing of 
the matching hypothesis. These provisions allow discretion in the implemen- 
tation of I/M programs. As in stationary source policy, the country is divided 
into 247 air quality control regions with the states responsible for ambient 
standards in the regions within their boundaries. 


Existence of 1/m programs 


The existence of 1/M programs was initiated by the states but greatly ad- 
vanced by the national government. Some subnational governments did 
show initiative in this issue. By the time of the 1977 amendments, seven 
localities had voluntarily begun 1/M programs. The programs are described 
briefly in table 4.2. The date listed is the year of the formulation of the 1/M 
plan. As the table shows, however, during this period few penalties existed 
against auto manufacturers for inadequate performance of emission con- 
trols. Further, 1/M plans met “strong opposition at the state level.”32 As a 
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result of lenient penalties and few operating plans at the state level, the 
federal government became heavily involved in 1977. 1/M programs were 
mandated for thirty states and the District of Columbia. The other twenty 
states convinced the Epa that they could reach ambient standards by 31 
December 1982 and were thus not required by law to establish 1/M pro- 
grams.33 

State receptivity to 1/M plans has varied. State adoption of an 1/M program 
is not completely dependent on federal initiative. This is immediately appar- 
ent in the fact that at least three states (New Jersey, Oregon, and Arizona) set 
up programs even before required by federal law. Other states have adopted 
1/M programs only at the point of the federal gun. Pennsylvania was forced to 
set up a program after federal impoundment of highway funds. However, the 
state legislature did not make the program particularly stringent.3+ Califor- 
nia authorized 1/M in six polluted areas in 1982 but only after the EPA 
imposed funding restrictions in 1980 due to an siP that did not include 1/M 
legislation.35 Both states claimed that federal imposition of such procedures 
were violations of states’ rights. Other states (Missouri, Maryland, Indiana, 
and North Carolina) experienced delays due to various problems, not the 
least of which were reluctant state policymakers.3¢ This reluctance to estab- 
lish tough programs has diminished in recent years, a time period roughly 
corresponding to the conceptual resurgence of the states. 

Matching between need and response is high relative to the existence of 
1/M programs since their presence is often based on Epa determination of air 
quality problems. Table 4.3 shows the results of logit equations on whether 
or not states operated 1/M programs in 1989. Two equations are used because 
of the high multicollinearity between the presence of ozone and personal 
income per capita. The correlation between these two variables should not be 
surprising. Wealthier people own more cars. More cars produce more ozone. 
Any measure for presence of polluters (in addition to pollution levels) would 
also suffer this collinearity problem. The federal presence is explicit and thus 
not modeled as a variable. The resultant equations are very simple. Both 
equations are significant at very high levels and both air quality and relative 
affluence are strong predictors of the presence of an I/M program. Again, this 
is not a surprising result. A more revealing analysis measures those aspects of 
1/M programs determined by state policymakers. This is done in the next 
section. 


Variance within 1/m programs 


Even though EPA ultimately approves and prescribes some aspects of 1/M 
programs, the states are given wide discretion in how programs are designed 
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Table 4.3. Determinants of Existence of State 1/M Programs (dependent var. = 1 if 
1/M program in 1989, o if not) 


Independent Variables With Ozone With Affluence 


constant —i47 —o.2 
(0.81) (3.09) 
o3aq* 0.45* _ 
(0.15) oa 
pipc> — 0.75" 
— (0.26) 
plindex¢ 3.23 Tye 
(3.64) (3.03) 
Chi square 23.88 21.10 
sig level 0.005 0.005 
prediction rate 80% 74% 


*significant at the 0.05 level 


a. percent of state population living in excess ozone 
b. personal income per capita 
c. index of party competition and turnout 


and implemented.37 The states enjoy considerable discretion in determining 
procedures (although most use tailpipe checks) and cutpoints for models and 
years. Texas, for example, set up a program that did not check tailpipe 
emissions but rather concentrated on checking for tampering and improper 
maintenance. The EPA estimated that the maximum reduction with this 
program would be around 13 percent, well below the 25 percent minimum, 
and thus may need further reconsideration.38 Nearly all 1/M tests consist of 
“short tests” of concentrations in the tailpipe at idle, two-speed idle, and 
when the engine is under a load.39 Cost factors can also vary. Some states 
mandate ceilings on the repair expenses of varying amounts (usually between 
$50 and $100) while others (Oregon) require motorists to pay whatever is 
necessary to pass the test.4° EPA has also encouraged states to develop 
antitampering enforcement programs. By 1987 thirty-two such programs, 
including five statewide, were in operation.*! 

Two important and easily quantifiable measures of I/M programs are time 
intervals between inspections and the applicability of standards to old cars. 
These are important details. Tests could be conducted only at long-time 
intervals, thereby allowing poorly controlled cars to pollute the roadways for 
months, even years. The importance of the age factor is evident in the fact 
that up to 85 percent of auto pollution comes from the oldest 50 percent of 
cars on the road.42 
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Table 4.4 Determinants of Annual 1/M Requirement (dependent var. = 1 if 
annual or less, o if not) 


Independent Variables With Ozone With Affluence 


constant —1.14 = SOEs 
(0.71) (2.28) 
o3aq? 0.26* — 
(0.10) — 
pipc> — 0.41* 
_ (0.18) 
piindexs 2.56 —0.38 
(2.99) (2.79) 
Chi square 10.00 8.02 
sig level 0.01 - 0.05 
prediction rate 66% 68% 


*significant at the 0.05 level 


a. percent of state population living in excess ozone 
b. personal income per capita 
c. index of party competition and turnout 


Tests on these variables are displayed in tables 4.4 and 4.5. Again, two 
equations are shown for each dependent variable because of multicollin- 
earity between ozone and personal income. Again, the need variable and the 
affluence variable are significant predictors of state decisions to use at least 
annual tests and to test old model (pre-1974) cars. Discretionary state be- 
havior thus reinforces the pattern of responsiveness apparent in tests on the 
presence of I/M programs. 

Running separate equations for need and affluence is admittedly an in- 
complete means of disentangling this correlation. Conceivably, the measure 
for ozone could be a proxy for relative affluence. Nevertheless, each equation 
is statistically strong on its own. The strongest state programs are at least 
instituted in the states where Ms pollution is highest. 


Overall performance of the states 


These results strongly support the matching hypothesis. Matching of need 
and response is readily apparent in Ms pollution control. That matching is 
largely determined by high federal intervention and low interstate competi- 
tion. Even when states exercise discretion in the details of their programs, 
stronger programs are present in states with higher Ms pollution. 


90 The Dimensions of Federalism 


Table 4.5 Determinants of 1/M Programs for Old Cars (dependent var. = 1 if 
pre-1974 cars tested, o if not) 


Independent Variables With Ozone With Affluence 


constant 00m —Siie 
(0.76) (2.16) 
o3aq? 0.24* — 
(0.09) — 
pipc> — 037" 
— (0.17) 
piindexs Ose —2.66 
(3.00) (3.46) 
Chi square 11.14 9.78 
sig level 0.005 0.01 
prediction rate 66% 66% 


*significant at the 0.05 level 


a. percent of state population living in excess ozone 
b. personal income per capita 
c. index of party competition and turnout 


Leading State Behavior in Mobile Source 
Air Pollution Control 


Leadership by state governments in Ms air pollution control policy centers 
around the behavior of the state of California. Data from the preceding 

' analysis help identify California as a leading state\The state has an effective 
1/M program and is scored ro out of ro for air programs in general by the 

_¥reE authorities.*3sHistorically, the California state Ms program provided a 

_model for federal policymakers in early national air pollution legislation, 
Today, California initiatives still provide examples for other states and the 
federal government to emulate. This section describes the California pro- 
gram, with some discussion of current plans for Los Angeles, and the state’s 
leadership role in this policy area. 


Description 


The California Ms pollution control program is an important product of 
“America’s most competent state government.”4> Competence in governing 
is essential to protecting the image of the good life that California strives to 
maintain. The stringency of policies in automobile controls is almost surpris- 
ing considering the impositions placed on the millions of Californians who 
live by the car. Roughly 24 million cars and light trucks crowd the freeways , 
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of this state, seemingly all operating at all times.4¢ Although critics of state | 
governments might predict that all these mobile voters would prevent strict | 
controls on their vehicles, California’s air programs are cited as superlative © 
even by officials from other state governments.*”7 This section considers 
several aspects of the California Ms program. 

Organizationally, the state Ms program is somewhat different from that 
concerning stationary sources of air pollution. Many of the ss decisions are 
made at the level of California’s forty-four county and regional air quality 
agencies.) Although some aspects of the Ms program are also decentralized, 
most of the major policies are established in Sacramento by the California | 
Air Resources Board (CARB)} CARB consists of nine politically appointed 
members with a staff headed by two deputy executive officers. The board 
meets twice a month and is assisted by an Advisory Board on Mobile Sources, | 
which includes representatives of fuel industries, auto manufacturers, univer- 
sities, and the public community.4® The board has access to a research 
program that is “second in size only to the federal Epa.”4? 

CARB members are proud to term their antipollution standards as “among 
the toughest in the world.”5° California tailpipe emission standards are ex- 
empt from federal controls as long as they are at least as stringent as those 
applied nationally. Standards are quite detailed. Categories include cars, dif- 
ferent classes of trucks, and motorcycles. Within those categories, emissions | 
are specified by type of pollutant, miles driven, and year of vehicle. For exam- 
ple, the standards for a 1980 passenger car at 50,000 miles allow 0.41 
grams/mile of HC, 9.0 grams/mile of co, and 1.0 grams/mile of Nox.5! In 
addition to tailpipe standards, California imposes ambient standards that 
are tougher than those promulgated federally. For example, the California 
standard for fine particulate matter is tougher than federal ambient stand- 
ards.52 Further, no federal standard for visibility exists, whereas California 
has imposed a standard of ten miles (when humidity is less than 70 percent).°3 

California’s 1/M effort is directed at areas of serious Ms pollution. The 
initial reluctance to adopt I/M programs mentioned earlier has been replaced 
by a vigorous state effort in recent years. Programs were begun in the big 
cities of Los Angeles, Sacramento, San Diego, San Francisco, and San Jose in 
1984.54 Numerous other cities and counties now also conduct tests. Because 
these activities have developed at different times in different communities, 
the program is somewhat decentralized, but CARB does have considerable 
control over local efforts. Smog checks are enforced through vehicle registra- 
tion. Further, all cars are checked when first purchased or first registered in 
California. This includes vehicles up to twenty years old, although recent 
changes affect cars that date back to 1966.55 The smog tests always include a 
tamper test, which is enforced by allowing $50 limits for repairs unless the 
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antismog equipment has been altered.5¢ Smog Check certificates cost $6 
while the average inspection fee is $21.57 This money is used to defray the 
costs of the program. 

Since 1984 the state claims to have reduced harmful auto emissions by 17 
percent through its 1/M program.°® This progress is due to the stringent 
tailpipe standards and to the diligence of the testing. According to 1987 EPA 
data, California had the highest failure rates (25 percent) of any of the more 
than twenty states audited.5? When a car fails the 1/M test, it must be | 
modified to reduce its emissions. Thus high failure rates reflect diligent — 
testing. As the EPA states, the “primary reason for the low failure rates (in 
other states) was found to be improper testing.”©° One official within CARB 
admitted that the tough 1/M program has inspired some opposition by the 
California AAA but that theirs was the “only voice in the woods” speaking 
against strict enforcement. The state’s goal is to achieve 25 percent reduc- 
tions in tailpipe emissions through its 1/M program by 1994.®! 

Any discussion of mobile source controls in California without consider- 
ation of the peculiar problems facing Los Angeles would be incomplete. The 
air pollution problem is particularly severe in L.A. because of the huge 
number of drivers and because of the local geography. Thus, according to 
Gene Fisher of the South Coast Air Quality Management District (AQMD), 
even though the average pounds of pollution per person may be less in L.A. 
than in New York or Chicago, the surrounding mountains and the warm 
temperatures concentrate and exaggerate the air pollution problem. The ugly 
brown cloud seen from Mount Whitney triggers smog alerts eighty to ninety- 
five times per year.®2 Officials estimate that 70 percent of Los Angeles smog is 
caused by mobile sources.® The problem has been so traditionally persistent 
that air pollution control in the United States actually started in L.A. with the 
establishment of an air pollution district in 1947. 

The Los Angeles basin is now subject to controls imposed by AQMD and 
CARB. AQMD consists of roughly 1,100 employees with an annual budget of 
$1o1 million. AQMD is an integral part of the state effort to control Ms 
pollution. According to officials at both levels, the state and the district work 
closely together to develop policies and procedures. Not only does AQMD 
implement statewide rules but it also initiates efforts of its own. If AQMD (or 
any other regional office, for that matter) falters, CARB can take moderate 
steps, such as withholding gas tax dollars, to encourage behavior or can even 
resort to more extreme actions such as taking over the program. 

Following complaints by environmentalists about slow progress toward 
air quality goals in the mid-1980s, AQMD asked for and received authority in 
1987 to make changes in local life-styles as well as in smokestacks. The gov- 
erning board of AQMD has developed an unprecedented plan (AQMP) for at- 
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tacking air pollution that includes controls on everything from oil refineries 
to lawnmowers, utilities to barbecues. The plan was adopted on 17 March 
1989 by AQMD and the Southern California Association of Governments and 
then approved by cars in August.®* AqnP provides for three tiers of effort as 
determined by available technology. The plan provides few specifics on costs 
and benefits but cost estimates for compliance run nearly as high as the prom- 
ises of progress.®> For example, the plan did suggest that Tier I controls could 
cost each resident in the basin up to sixty-five cents per day.® 

Implementation of the plan is to take place in stages. Tier I controls utilize 
existing technology to address such mundane sources of pollution as aerosol 
sprays, underarm deodorants, and paints as well as refineries, public plants, 
and tailpipe emissions. In terms of mobile sources, Tier I controls require 
clean fuels for fleet vehicles, improve traffic flow and public transit, and 
impose control measures on diesel-powered vehicles, aircraft, locomotives, 
and pleasure boats.” Tier II requires converting 40 percent of passenger 
vehicles to clean fuel within ten years and reducing other Ms emissions by 50 
percent.®8 Tier III actions on mobile sources depend on developments “in 
fuel cells, solar cells, storage batteries, and superconductors (which) offer the 
promise of eliminating combustion processes from motor vehicles almost 
entirely.”©9 

By 1990, AQMD had made significant progress. According to the annual 
progress report, many of the Tier I controls had been established.7° In July 
the city proudly opened a subway line between Long Beach and downtown. 
Further, as of this writing, the AQMD was considering the possibility of 
commuter fees on freeway drivers to encourage transit usage.”! Obviously, 
the most effective control of Ms pollution would be to eliminate the mobile 
sources. In a city with geographical characteristics like those in Los Angeles, 
serious reduction in usage of gas-powered automobiles is essential for con- 
tinued progress. 


Leadership 


California’s leadership in Ms pollution control policy is unquestioned. Fed- 
eral policymakers have acknowledged this since 1970 by exempting the state 
from federal standards and allowing other states to emulate California’s 
efforts. As described before in this book, leadership consists of willingness to 
change the status quo and the ability to attract followers. California Ms 
policymakers have demonstrated an abundance of both. 

California tailpipe emission standards often exceed those established at 
the federal level. California has set standards which “have generally led the 
rest of the country by from 2 to 5 years”.72 For example, currently, California 
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‘has tougher standards than the federal government in the control of carbon 
monoxide emissions from cars.73 In such cases, CARB must request a waiver 

_from the EPA and be ready to show that the state standard is neither arbitrary 
nor capricious and that some commonality exists between federal and state 
standards. As an illustration, one CARB member suggested that a waiver 
would be approved if the state applied standards for 100,000 miles that the 
EPA used for 50,000, but that the waiver would be denied if the state said 
those miles had to have been driven clockwise when the EPA mandated them 
counterclockwise. The board claims that the state and federal staffs work 
closely together on new regulations..A good working relationship is apparent 
in the fact that the state has never been denied a waiver by the EPA. Still, one 
official did admit that state standards were beginning to differ more and more 
from federal limits. 

California standards are emulated at both the federal and the state levels. 
The 1990 revisions of the Clean Air Act are illustrative of the former. 
California exhaust emission standards for light-duty vehicles mandate phase- 
in of vehicle compliance with nonmethane HC and Nox limits. Specifically, 40 
percent of 1993 and 80 percent of 1994 cars must meet standards of 0.25 
grams/mile NMHC and 0.40 grams/mile of Nox.”4 These were the exact levels 
proposed in both the House and Senate versions of revisions to the Clean Air 
Act.75 Once again, the federal government is following California’s lead in the 
control of tailpipe emissions. 

An example of state emulation occurred recently with standards on gas- 
oline volatility. Whereas the EPA mandated reduction of hydrocarbon evap- 
oration in summer months to 9 psi by 1992, California has limited volatility 
to 9 psi since 1975 and is currently planning reductions to 8 psi.” Following 
California’s lead in 1987, eight northeastern states formed a regional agree- 
ment to reduce gasoline volatility sold between 1 May and 15 September to 9 
psi.77 Seven of the eight states implemented those regulations in 1989, fully 
three years before the federal standard was to be lowered to this level.78 Since 
states may only exceed federal standards in Ms policy to copy California and 
even then only with explicit federal approval, the northeastern states submit- 
ted the required revised sips to EPA. As of mid-1989, five state revisions had 
been approved and the others were under review. Other states, including 
Pennsylvania, Delaware, Maryland, and Virginia, are also considering lower- 
ing volatility standards.7? 

Innovation, and emulation of innovation, in this policy area is not limited 
to standards. First, California continues to be a “testing ground for new 
automotive emissions control technology.”8° This technology is then avail- 
able elsewhere throughout the world. Second, California, and particularly 
AQMD, experiment with process. For example, AQMD has recently begun a 
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program that allows citizens to complain about smoking vehicles by calling 
I—800-CUT-SMOG. Complaints may inspire warnings and citations.8! Fi- 
nally, independent actions by California may inspire actions by national 
manufacturers. State mandates for cleaner fuels in L.A. prompted a quick 
response by one gasoline producer. Arco announced that leaded gasoline at 
California pumps would be replaced by a reformulated, less-polluting fuel. 
The fuel will significantly cut emissions from pre-1975 vehicles, which cur- 
rently account for roughly 30 percent of automotive pollutions in southern 
California. A spokesman for the company admitted that the reformulation 
was possible years before but only now, in response to the California initia- 
tives and possible duplication by other locales, did the company have the 
incentive to produce the cleaner fuel.82 

How does the process of emulation work? One means of information 
dissemination is through a nationwide organization. California is a member 
of the State and Territorial Air Pollution Program Administrators (STAPPA). | 
STAPPA is a national association of state officials that recognizes the crucial | 
role of state governments in air pollution control and therefore facilitates the 
exchange of information between agencies.83 Another means of dispersion is . 
through actual contact between representatives of different states. A CARB 
official acknowledged that other states have, although not that often, brought 
California officials to visit, testify, or provide guidance for their own efforts. 
Mostly, however, emulation works through imitation. The heavy involve- 
ment of the federal government in this policy area, including its adoption of 
California standards, facilitates the transmission of information, which al- 
lows for imitation to occur. 

A different but related question concerns why leading states would con= 
tribute to the emulative efforts of others. When asked, California officials 
offered two reasons. First, they believe in their efforts as good policy. Second, 
they expressed awareness of the potential gap between their state’s efforts 
and those of other states. If the state’s standards and procedures get too far 
ahead of the rest of the country, national automakers might object to such 
diverse standards. After all, recall the receptivity of automakers to national 
standards in 1970. As a result, one administrator expressed concern that the 
federal government might feel pressured to “rein them in.” Rather than 
holding back on their own actions, California can export its behavior and 
bring other states along with it. 


Explanation 


The independent behavior of California’s Ms policymakers is a reflection of 
the state’s own relative detachment from the rest of the country. Politically, 
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( for example, California ranks as the state most independent of federal sup- 
port for environmental programs by a considerable margin.84 Politically 
detached by independence, geographically removed by mountains and des- 
erts, sociologically separated by life-style attitudes, Californians thrive on the 
freedom to take care of themselves and to act upon their own needs and 
preferences.85 These motivations provide the explanation for the strength of 
California’s Ms pollution control program. 

One of the state’s biggest needs, the need for effective pollution controls, is 
more than readily apparent. After responding with his “L.A.” comment, the 
CARB Official cited at the beginning of the chapter then added: “Californians 
have a high reliance on motor vehicles.” Californians live by the automobile. 
As long as cars pollute, the need for strong programs will exist. Authorities 
predict that such usage will only increase. According to growth forecasts, 
population in the L.A. basin is expected to be 37 percent higher in 2010 than 
in 1985. More significantly, the total number of vehicle miles traveled will 
increase by nearly 68 percent.8® Unless vehicle pollution is brought under 
control, the problem in L.A. and the rest of California will only get worse. 

Another motivation is pride. When talking to CARB and AQMD officials, 
they voice awareness of being on the cutting edge. They know that other 
polluted areas are watching their efforts and judging California successes 
against their own problems. A CARB official admitted that one reason the 
state continues to push on Ms control is that its efforts have been successful, 
more so than with stationary sources. Accomplishments breed continuing 
efforts. Further, AQMD official Fisher suggested that California’s pollution 
problems today are tomorrow’s crises in other big cities and added that we 
“either solve it in L.A. or the rest of the industrial areas are doomed.” The 
awareness of being the nation’s leader stimulates dedication in state officials 
and thus professionalism in state institutions. 

~ Finally, the state’s political culture is conducive to strong environmental 
efforts. One of the main reasons so many people move to California is 
because of the natural beauty of the state. That beauty is lost if it can only be 
seen as L.A. is from Mount Whitney. Not only are individuals aware of this 
ua danger, but so too are the recreation and tourism industries. Considerable 
pressure can thus be generated to encourage strong state efforts in these 
policy areas. 


Conclusions 


The dimensions of federalism governing mobile source air pollution control 
policy can be characterized as high in vertical involvement and low in hori- 
zontal competition. The federal government is heavily involved in mobile 
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source control, particularly with the imposition of 1/M programs on state 
efforts. Perhaps ironically, mobile sources of pollution cannot viably threaten 
massive relocation to other states with lax standards. Mobile source pollu- 
tants can cross state lines but not by design as emissions from tall smoke- 
stacks can. 

The effects of these dimensions on state leadership are apparent in evi- 
dence supporting the three hypotheses of chapter 1. 

Hypothesis 1. The lack of interstate competition and the heavy federal 
involvement in this policy area suggest strong matching of severity and state 
response. Indeed, states with higher levels of Ms air pollution are more likely 
not only to have 1/M programs (table 4.3) but also to have more stringent I/M 
programs (tables 4.4 and 4.5). 

Hypothesis 2. Low potential horizontal interaction is conducive to leading 
state willingness to innovate and exceed federal guidelines. California is 
explicitly allowed supersedure. Never has the federal government denied the 
state a request for a new standard. Other actions within the state, such as the 
AQMP, are unprecedented at federal or state levels. 

Hypothesis 3. The high degree of federal involvement in this policy area 
enables rapid communication and dissemination of leading state behavior. 
Other states have willingly copied California’s standards, such as those in 
gasoline volatility. All states may be forced to copy tougher tailpipe stand- 
ards if the federal government again emulates California’s behavior.87 

Cities like Los Angeles still suffer from mobile source air pollution. How- 
ever, state policymakers have shown the willingness to innovate, emulate, 
and supersede federal guidelines in Ms pollution control. Future success in 
improving the situation in the nation’s cities is dependent on their continued 
efforts. 


5 Nonpoint Source Water Pollution Control 


A degree of irony accompanied Jim Gulliford’s testimony before Congress in 
1988. For two decades, environmentalists had spoken before the national 
legislature to seek relief from unresponsive state bureaucrats. Now, here was 
the director of the Soil Conservation Division for the state of lowa testifying 
that the federal government was slowing his state’s efforts to control non- 
point source pollution because those efforts were too stringent. What made 
the testimony truly ironic was that Iowa, with its heavy reliance on the 
agricultural community, was precisely the kind of state that many would 
have expected to be reluctant to address this issue in previous years. 

This chapter considers the behavior of bureaucrats like Gulliford and 
states like Iowa in this policy area. The behavior of state governments has 
been somewhat responsive but widely variant. Federal involvement is so low 
that states act rather autonomously. One hypothesis thus is that dissemina- 
tion of state responsiveness across state lines is minimal. A second hypothesis 
results from the low transfer of Nps pollutants and polluters across state 
lines. State officials are less afraid of relocation than in other policy areas and 
thus leading states are more likely to exceed even explicit federal standards. 


The Role of the States in Nonpoint 
Source Water Pollution Control 


Nonpoint source (NPs) pollution is diffuse runoff of harmful materials result- 
ing from activities such as agriculture, mining, and forestry. Whereas point 
source discharges can be narrowly defined, NPs pollution emanates from 
wide areas of contamination. Contaminants include sediment, fertilizers, 
pesticides, oil, metals, acids, and debris. Although the need for policy re- 
sponse was recognized in 1970, little real intervention was forthcoming. For 
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reasons described shortly, federal policymakers were and remain more inter- 
ested in point source than in NPs pollution control. Vertical involvement in 
this policy area remains low. Further, the nature of the sources of these 
contaminants keeps the potential for horizontal competition low. Both di- 
mensions are discussed below. 


Low vertical involvement 


The nps problem has, since 1970, been recognized as serious but has not 
received federal attention commensurate to its severity.! Prior to the Environ- 
mental Decade, most land-use and related pollution control policies were the 
dominion of state and local governments. Pollution from land-use operations 
went virtually uncontrolled. The Federal Water Pollution Control Amend- 
ments (FWPCA) of 1972 authorized EPA redress of the problem in Section 208 
but provided virtually no guidance to specifics. Section 208(b)(z)(F) man- 
dates state plans for areawide waste treatment management, which are to 
include identification of NPs problems, establishment of methods of control, 
schedules of implementation, and provisions for continuous planning. Sec- 
tion 208 funding in the subsequent decade reflects the low priority given to 
NPS pollution. While Congress appropriated nearly $30 billion for waste 
treatment of point source discharge, the total appropriation for NPs pollution 
control through Section 208 was roughly $250 million. As one eastern state 
NPS administrator told me, “They passed 208 and then dropped it on us.” 
Federal oversight has also been minimal. Although the EPA was given the 
authority to review NPS control plans, the agency has granted the states 
extremely wide discretion in their formulation. The agency limited its in- 
volvement in most instances to encouragement of voluntary application of 
Best Management Practices (BMPs) rather than explicit regulations of pollut- 
ing behavior. The basic BMP procedure involves general, systematic steps to 
analyze the NPs problem and then selection of the most suitable and cost- 
effective solution.* BMPs in agriculture, for instance, prescribe crop rotation 
to reduce erosion, reduction in pesticides, judicious use of fertilizers, and 
other recommendations specific to each site. Reliance on voluntary applica- 
tion of BMPs provides little means for federal intervention. Coordination of 
state NPS activities by the EPA has been more prominent of late but provides 
little more than recommendations and advice.5 High-ranking officials recog- 
nize this negligience. In 1988, the EPA solicited opinions from seventy-five 
senior staffers on priorities for the agency. A vast majority of rankings placed 
NPS pollution in the category for high danger and low response. 
Agricultural practices obviously have a major impact on NPs pollution in 
many states. Thus direction from the U.S. Department of Agriculture (usDA), 
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particularly in the area of soil conservation, is also a significant form of 
potential federal intervention. The department conducts several programs on 
its own to address environmental issues, such as the Agriculture Conserva- 
tion Program, the Forestry Incentives Program, and the Water Bank Pro- 
gram.” USDA policy is based on two principles, voluntarism and localism. 
Most usDA programs are traditionally characterized by voluntarism so that 
behavior is only altered through “education, persuasion and financial incen- 
tives.” For example, by the end of the 1970s, the UspA budget for conserva- 
tion was running roughly $1 billion, with nearly 40 percent of it devoted to 
cost-sharing.? The biggest portion of the remaining budget was spent on 
human resource management such as the Youth Conservation Corps, which 
also provides voluntary help. Program implementation is based on localized 
service, often through agencies as low as the county level. Decentralization 
ensures that national goals may take a back seat to local priorities.!° As far as 
federal intervention goes, then, the abatement of Nps pollution resulting 
from agricultural conservation practices is thus dependent on voluntary 
cooperation by farmers. This voluntarism may not be insignificant, but it 
also provides no guarantees. For instance, while conservation tillage has 
been increasing in recent years, realistic assessments predict only half of the 
nation’s cropland being used in this manner by the year zo10.!! 

Establishment of the Rural Clean Water Program (RCwpP) by congressional 
amendment in 1977 could have had a significant impact on federal involve- 
ment in NPs pollution.!2 This program was created to provide long-term 
redress of agriculturally caused problems in heavily polluted areas. Projects 
consist of three- to ten-year contracts with volunteer farmers whereby the 
federal government provides technical assistance and cost sharing for up to 
75 percent of the land user’s expenses, up to $50,000 per participant. Con- 
tracted farmers were to install BMPs developed at the local level by the county 
Agricultural Conservation and Stabilization Committee and then approved 
by the state, the secretary of agriculture, and the EPA. Projects were initially 
selected within states by governors and State Rural Clean Water Coordi- 
nating Committees and then submitted to the federal government for ap- 
proval.!3 While the program showed considerable promise, analysts even at 
the time suggested that low initial amounts of funding would minimize 
national impact.!4 More will be said on the results of some of the twenty-one 
approved projects later in the chapter. 

The latest legislation affecting Nps water pollution control may provide 
some shift toward a greater role for the federal government in this policy. 
Changes in the role of the states have been formulated, as discussed below, in 
both agricultural and pollution control legislation. 

The 1985 Farm Bill contained two elements that could have serious impact 
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on agricultural pollution.15 First, the “sodbuster” and “swampbuster” provi- 
sions discouraged planting on delicate farm areas or wetlands by denying 
federal benefits to farmers who tilled these areas. Second, the conservation 
reserve program was designed to take up to 45 million acres out of produc- 
tion in coming years by allowing the usDa to offer cash contracts to farmers 
who desisted from eroding practices on fragile land.1° Consistent with other 
aspects of NPs control, the impact of these provisions will depend on state 
enforcement and implementation. !7 

The 1987 reauthorization of the Clean Water Act also addressed NPs 
pollution. The legislation required states to submit detailed reports discuss- 
ing future redress of Nps problems (Sec. 316). The reports were to specify NPS 
controls necessary to achieve quality targets, the programs implementing the 
controls, and sources of funding.18 The state reports were to be submitted 
within eighteen months, accepted or rejected by EPA in six months, and then, 
if rejected, resubmitted in three months. If the states failed to submit reports, 
then the EPA was authorized to write the plans for them. Federal grants up to 
60 percent of the costs for state management programs were to be made 
available to approved states. State groundwater programs were also eligible 
for federal aid to the extent of $150,000 per year. These provisions received 
little real backing in the bill, however. Of the $18 billion price tag for the 
entire water legislation, only $400 million was designated to NPs control for 
the following four fiscal years. 

The relatively low priority of NPs, as opposed to point source, pollution to 
federal policymakers is easy to understand in political terms. Point source 
pollution control provides opportunities for amelioration of highly visible, 
publicized discharge as well as the pork barrel of waste treatment plant 
construction. Federal redress of Nps pollution, on the other hand, conveys 
limited promise of quick, tangible benefits. Effective NPs policy also neces- 
sarily entails tangling with a powerful, cohesive, and well-entrenched agri- 
cultural sector, which is quite willing to debate government encroachments 
on the sanctity of traditional patterns of water usage.19 

Many argue that the national government should take a more active role in 
NPS pollution control. State and local control of Nps pollution should, ac- 
cording to these arguments, be increasingly replaced, or at least supple- 
mented, by national intervention. This shift would require greater financial 
involvement by the federal government, centralization of data collection and 
research, less discretion in state determination of standards and methods, 
and ultimately less variance between the states in their programs. Nationali- 
zation of NPs policy is advocated by many environmentalists, some agricul- 
tural economists,2° observers,2! analysts,22 and influential federal entities.23 

Even if political incentives should change, several reasons suggest that the 
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protection of groundwater and surface water from NPs pollution is likely to 
remain a state prerogative. First, land and water use controls are subject to 
well-established systems of statutory and common law within each state. 
Replacing these with federal directives would not be easy. Second, important 
factors in NPS contamination such as hydrology and geology vary from state 
to state. Third, solutions to Nps problems often involve land use controls that 
require local knowledge of “institutional and political forces affecting their 
land resources.”24 Fourth, state officials welcome increased federal financial 
assistance, but federal directives are an unwelcome intrusion on their auton- 
omy.25 


Low horizontal competition 


The issue area of NPs pollution control involves less potential for interstate 
competition than in the point source areas. This does not mean that interstate 
externalities and relocation threats by polluters are not possible, but rather 
that their impact on state behavior is less consequential in nonpoint than in 
point source pollution. This section discusses the likelihood of interstate 
externalities, the potential for relocation threats, and several reasons why the 
impact of horizontal competition in this area is relatively low. 

Interstate externalities are low because of both the medium and the sources 
of pollution. Nonpoint source contaminants foul the water, not the air. 
Bodies of water can carry pollutants across state lines although they are less 
likely to do so than are currents of air. Further, sources of Nps pollution are 
not wedded to fast-moving bodies of water as are point source water pollu- 
ters. Thus much of the contamination from NPs activities ends up in lakes and 
streams rather than rivers. State policymakers cite few instances of contami- 
nation resulting from external NPs pollution. 

Interstate transfer of polluters is a different matter. Assume that one state 
imposes stricter NPS controls than any other state. Those controls reduce 
pollution in that state but also impose certain costs on local polluters, 
farmers for example. As a result, the stringent state farmers either raise prices 
to cover the costs or reduce supply to cut expenses. With relatively inelastic 
national demand for farm produce, farmers in other states can either raise 
their prices (without accompanying cost increases) or increase their supply, 
gaining revenue through either course.2© Net farm income in the stringent 
state may be reduced.?7 Since these farmers in less-stringent states enjoy 
additional economic benefits, the stringent state farmers might feel tempted 
to relocate to lax states. 

However, several factors mitigate the potential impact of relocation threats 
in the NPs policy area. First, polluters are tied to the land by economic strings. 
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Farmers, miners, and foresters are active in their particular location because 
of the availability of natural resources. Even if those resources are available 
elsewhere, someone will utilize the existing ones. An Iowa state official told 
the story of a hog farmer who threatened to move to Missouri if a stringent 
feed-lot bill was passed in Iowa. The Iowa official told him to go ahead, 
because there would be other hog farmers who could still make a profit with 
the new law. The farmer moved but the policy was not affected. Second, many 
NPS polluters, especially farmers, are tied to their current location by histor- 
ical strings. A farmer whose land has been passed down for generations is 
much less likely to pick up stakes than the owners of a factory or utility. 
Third, unlike stationary source polluters whose individual exit can impact the 
local economy, farmers and other NPs polluters would have to leave en masse 
to have an effect. Since collective voice is easier to establish than collective 
exit, NPS polluters are more likely to unite to pressure their own state to avoid 
such stringent controls than to threaten mass relocation. 


The Theoretical Model in the Current Context 


Relative progress 


States have been left largely to their own devices in this policy area and the 
results have occasionally been disastrous. In 1983, 700 families were evacu- 
ated from their homes in Times Beach, Missouri, after the rain-swollen 
Merrimac River overflowed. Residents feared that the subsequent flooding 
contained dioxin, a potentially dangerous chemical that had been sprayed on 
roadways years before to control dust. In 1985 huge concentrations of 
selenium, residue from agricultural drainage, contaminated the Kesterson 
Reservoir in California. The contamination killed hundreds of birds and 
wildlife.28 These and other incidents, such as the leaching of cyanide from 
open-pit gold mining into groundwater in Montana and Nevada, are man- 
ifestations of uncontrolled Nps pollution. 

The nps problem is more widespread and systematic than these anecdotes 
reveal. Most experts agree that a major obstacle to achieving clean water in 
the United States is Nps pollution. NPs pollutants constitute roughly one-half 
of the pollution load deposited in America’s waters.29 The largest contribu- 
tor, by far, is agricultural activity.3° Nearly three-quarters of the states admit 
that agricultural runoff affects at least 50 percent of the surface waters within 
their state.31 The effects of Nps pollution on groundwater are also quite 
severe but only now being realized. One study of the effects of agriculture on 
groundwater reports that 30 percent of examined wells had unusually high 
levels of nitrate and 8 percent were seriously dangerous.32 
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Hypothetical impacts of state governments 


The theoretical model developed in chapter 1 generates several hypotheses 
concerning the impact of state governments on nonpoint source water policy 
failures and possibilities. With federal and interstate influences both rela- 
tively low, the matching of severity and response is determined mainly by 
internal factors. Hypothesis 1 argues that some matching occurs, although 
its presence is influenced by other variables, such as available resources and 
political institutions. Without fear of massive polluter relocation, Hypoth- 
esis 2 predicts that leading states do not hesitate to exceed federal standards 
when they do exist. Hypothesis 3 suggests that the lack of federal involve- 
ment precludes means necessary for coordination and dissemination of lead- 
ing state responses. 


Overall State Behavior in nes Water Pollution Control 


Appraisals of overall state performance in this policy area are highly diver- 
gent. One senior EPA official told me that the states are cognizant of the 
serious nature of the NPs problem and are currently responding in kind.33 On 
the other hand, the most comprehensive nongovernment study to date con- 
cludes that “Their (state governments) performance has been extremely 
variable, but most often not deserving of praise.”34 I suggest that both 
characterizations contain some accuracy. This is possible because of the wide 
variance between state efforts and because of developments that have oc- 
curred in the years that separate the two appraisals. Thus some states are 
developing responsive programs, but the fact is that the results have yet to be 
seen. This becomes apparent in a chronological examination of state be- 
havior. 


Early state behavior 


Data on early state behavior in NPs control is rare, perhaps because of slow 
recognition of the severity of the problem. However, a Resources for the 
Future study provides analysis of state NPs planning at the end of the 1970s. 
The states used were chosen because of heavy farming activity and thus in 
need of policy redress. The results of the survey are synthesized in table 5.1.35 
One should notice the dominance of voluntary approaches and the low 
awareness of Nps problems in even heavily affected states. Variance between 
the surveyed states is low, particularly in terms of effectiveness. In a related 
study, Crosson found some variance between states in terms of amount of 
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Table 5.1 Early State Nps Programs 


State Pressing Problem 208 plan Appraisal 
Iowa Soil loss Voluntary High awareness, 
low effect 
Nebraska Irrigation runoff Voluntary Low awareness, 
low effect 
Texas Erosion Voluntary Low awareness, 
low effect 
Arkansas Problem identification Voluntary Some awareness, 
low effect 
Georgia Sedimentation Voluntary Some awareness, 
low effect 
California _ Irrigation Voluntary, regulatory § High awareness, 
some effect 


Source: Crosson and Brubaker, Resource and Environmental Effects of U.S. Agriculture. 


land being tilled using conservation practices, but he attributed little of that 
variance to state programs and more to agricultural factors.36 

Federal funding through Section 208 in this period was not only low, it 
may also have been misdirected. The examination displayed in table 5.2 
shows that federal aid was not contingent on the presence of the NPs prob- 
lem, state resources, or the existence of environmental demand in each state. 
Section 208 allocations were almost entirely dependent on population of 
each state. Indeed, this should not have been a surprise. At the time of 
passage of the Fwpca, Congress vaguely mandated that states submit 208 
requests based on “urban-industrial concentrations or other factors” with no 
mention of agricultural or mining operations.37 Since NPs pollution is gener- 
ated by activities (such as farming) that reflect low population densities, this 
reliance on population is an odd choice of criterion. 

What might have been affecting state behavior in this period in the absence 
of meaningful federal influence? One possible answer is systems of water 
property rights. Two basic common law institutions have developed in the 
United States regarding water as a property right.38 Eastern states utilize a 
riparian system whereby rights to water are established by contiguity to 
bodies of water. Because water is relatively abundant, contiguity includes 
parks and residences as well as farms and mines. In times of shortage, none 
has priority and all must reduce usage together. The seventeen western states, 
on the other hand, establish water property rights by an appropriative system 
of “beneficial use.” Because water is relatively scarce, priority on water rights 
is ranked by time of first usage. In times of shortage, the junior holders must 
reduce consumption first.39 
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Table 5.2 Determinants of Federal Nps Grant Money (dependent var. = 208 
funds to each state) 


Independent Variables All states Western states Non-Western states 
constant —879 1818 —1121 
(2537) (1589) (2494) 
Yoriver* a 49.62 —19.42 
(27.39) (38.74) (30.88) 
pop? 1.14* as 1.44* 
(0.078) (0.086) (0.12) 
pipes 0.25 0.033 0.07 
(0.21) (0.342) (0.32) 
SCpc4 ST Tue 69.03 462 
(457.7) (431.25) (1036) 
R square 0.85 0.95 0.86 
N 50 17 33 


*significant at the 0.01 level 


Dependent variable = Total Section 208 dollars for Fy 74—80 
a. % of state’s rivers affected by nps pollution 

b. population of each state in 1985 

c. personal income per capita by state 

d. Sierra Club members per capita by state 


Conceivably, differing systems of property rights could determine the 
variance in NPS programs. The appropriative system of property rights is a 
major construct of the relationship between state/local government and NPs 
pollution producers in the western states. Since little concern for the environ- 
ment existed in early years of western settlement, the “first come” users of 
water were largely farmers and miners. Western states are still subject to 
intensive agricultural and mining operations. Thus, if we assume that state 
governments are susceptible to internal economic pressure, western state 
policymakers are unlikely to forcibly alter existing land and water use be- 
havior of these NPs polluters. No systematic data exists to enable testing of 
this proposition in the early years of NPs control, but it will be examined in 
the following section. 


NPs control during the 1980s 


Analyses of state NPs programs during the 1980s display considerable vari- 
ance. Without describing all of the technical details, states made choices on 
both methods and goals of their Nps programs. In terms of methods, each 


ei 
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source category of NPs pollution can be subjected to voluntary restraints, 
mandatory constraints, some combination of the two, or to no guidance 
whatsoever. In agricultural pollution programs, for instance, roughly half of 
the states utilize only voluntary programs while the other half use some 
combination of voluntary, regulatory, and cost-sharing methods.*?° Similarly, 
goals for state water programs display wide range. Groundwater standards, 
for example, differ between numeric specifications of maximum contami- 
nant concentrations in twenty-six states and narrative prohibitions about 
general discharge in fifteen states. Numeric standards reflect ambient quality 
targets that can account for nonpoint as well as point sources of pollution.*! 
However, in many cases, these states have simply substituted EPA drinking 
water standards for groundwater goals, a potentially unrealistic course since 
groundwater quality often exceeds current drinking water targets.42 

Examination of the simple choice between voluntary and regulatory pro- 
grams is revealing. The simplest operationalization of state Nps efforts, that 
depicted in table 5.3, is determined by a state’s NPs agricultural program. The 
variable is assigned a value of o if the program is purely voluntary and 1 if the 
program uses some regulatory or cost-sharing aspects in addition to volun- 
tary encouragement. This is a simple differentiation of the stringency of state 
policies which figures quite prominently in discussions of NPS programs. 
Most environmentalists and many agricultural economists favor shifting all 
state programs from voluntary to regulatory, some terming “mandatory 
controls a must.”43 Farmers, other NPs polluters, and their political represen- 
tatives are quite resistant to precisely such a shift. As one representative of 
the usDA told me, “The only way farmers will accept the feds is with 
education and volunteerism.” 

Results of testing of the model are displayed in table 5.3. Testing was done 
by a simple unordered logit package. The independent variables were de- 
scribed in chapter 1. The three columns of numbers represent logit equations 
with three different measures for the potential influence of the agricultural 
community. The first column utilizes the most accurate indicator of the 
importance of the agricultural community (fmgsp) to a state’s economy: 
farm sector contribution to gross state product. This variable is highly 
significant and the equation as a whole is also quite powerful. Further, the 
variable representing relative affluence (pipc) of the state is also significant. 
The second column uses a rougher measure of agricultural presence in a 
state, but even this measure of percentage of land devoted to farming (farm) 
is statistically significant. Finally, the third column uses a dummy variable to 
check for the effect of different systems of property rights on state agricul- 
tural programs. Neither this variable nor its accompanying equation are at 
all significant. This column’s lack of significance suggests that merely dif- 
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Table 5.3 Logit Equations on State Nps Regulation (dependent var. = 0 if 
voluntary, 1 if more) 


Independent Variables 


constant 5.525 438 —1.98 
(2.73) (2.48) (2.01) 
fmgsp? 0.50* — _ 
(0.21) — os 
farm> —— 0.05* — 
-- (0.02) ~ 
dummy* — — 0.50 
= — (0.66) 
pipe? 0.38* 0.22 0.11 
(0.19) (0.17) (0.15) 
piindex¢ 1.50 2.51 3.62 
(3°17) (3.28) (3.88) 
pc208f —0.67 —0.07 —-0.21 
(0.46) (0.37) (0.36) 
degrees of freedom 4 4 4 
Chi square 13.74 7.46 3.30 
significance >0.01 >0.1 no 


*significant at the 0.05 level 


a. farm sector as % of gross state product 
b. % state acreage devoted to agriculture 
c. 1 if appropriative, o if riparian system 
d. personal income per capita 

e. index of party competition and turnout 
f. dollars of federal 208 aid per capita 


ferentiating states according to systems of property rights does not explain 
behavior in this period even if it may have in the 1970s and before. 

This analysis of the use of regulatory NPs programs indicates two things. 
First, states develop variance on an important dimension, the choice of 
regulatory mechanisms. Second, the variance between states on this dimen- 
sion is determined significantly by need and affordability. This second result 
is considered again in the following section, but it should be mentioned at 
this point that additional testing of the strength of the agricultural variables 
was conducted. The first logit model was run twice more after deleting 
separately the variables for agricultural presence and relative affluence. In 
both instances, the equation was statistically different from the original 
equation with Chi-squares beyond the 0.05 level, strong evidence for the 
power of those deleted variables. 
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Another means of examining state variance in NPS control in this time 
period is to discuss the different experiences under the RcwP program. In all, 
twenty-one projects were funded at a total cost of nearly $70 million. Over- 
all, the program showed some success. Several projects showed that Nps 
problems could be controlled and that careful selection of BMPs could en- 
hance the likelihood that benefits would exceed costs.44 In addition, much 
information was gathered about nPs control processes, some mark of success 
for an experimental program.*5 Farmer receptivity was crucial and variable, 
but studies of individual programs did show that some farmers would coop- 
erate to the point of exceeding their share of the funding for the project. For 
instance, of $4.3 million spent to clean up Tillamook Bay in Oregon, farmers 
contributed $2.2 million.*6 

Table 5.4 lists the RCWP project states and some assessment of each pro- 
gram.*7 Because it was an experimental program, the projects were selected 
to represent different Nps needs.*® As the table shows, state efforts varied 
greatly in terms of expenditures (costs) and outcomes (benefits and improve- 
ments). Many of the projects are unlikely to show net benefit results. In 
addition, several will not markedly improve the quality of the water. Others 
reflect very positive experiences for the states. Unfortunately for those net 
benefit states, the varying results precluded a strong enough consensus to 
support the RCWP program. 


Current state efforts in Nps pollution control 


What does an overall measure of current state NPs efforts show? The preced- 
ing discussion suggests variance in state programs with some support for 
Hypothesis 1. State choice of means of control displays significant influence 
by the need and affluence variables. Conceivably, need and resources contrib- 
ute to state experiences with the RCwP program. But these are not conclusive 
results. 

I constructed a ranking of state policy responses from a variety of sources. 
State policymakers themselves offer appraisals of both existing programs and 
management plans.*9 Quantitative data is available on statutory ground- 
water control measures, state monitoring capabilities, and categorization of 
different type regulatory strategies.5° These factors were combined in one 
index and then compared to another comprehensive ranking that appraises 
state NPS programs by scope of response in relation to the severity of the 
problem.*! The two indexes, which correlated at an extremely high signifi- 
cance level, were then aggregated to produce a comprehensive ranking of 
state NPS policies. This ranking was then compared, as a check, to the simple 


110 The Dimensions of Federalism 


Table 5.4 Assessment of RcwP Projects 


Pollution Water Quality Likelihood 
due to Improvement Gross Governmnt of Net 
State Agriculture Likely Benefits Costs Benefits 
Alabama 75% Yes Moderate High Low 
Delaware 30 Yes Moderate Moderate High 
Florida 27 Yes High Moderate High 
Idaho 100 Yes Low High Low 
Illinois 94 No Low Moderate Low 
lowa 100 Yes Moderate Low High 
Kansas 100 NA Low Moderate Low 
Louisiana 100 Yes Low High Low 
Maryland 100 Yes Uncertain High Uncertain 
Massachusetts 50 No Low Low Low 
Michigan 100 Yes Uncertain High Uncertain 
Minnesota 90 Yes Moderate Moderate Moderate 
Nebraska 100 Yes Low/mod Moderate Uncertain 
Oregon 70 Yes High High High 
Pennsylvania 100 No Uncertain Moderate Uncertain 
South Dakota 100 No High Moderate High 
Tennessee/ 100 No Low High Low 
Kentucky 

Utah 15 Yes Uncertain Low Uncertain 
Vermont 25 Yes High High High 
Virginia 88 Yes Uncertain Moderate Uncertain 
Wisconsin 60 Yes Uncertain High Uncertain 


Source: Piper et al., “Benefit and cost insights,” pp. 206, 207. 


decisions concerning voluntary and regulatory programs. The correlation 
was statistically highly significant. 

Second, the ranking was used in a multiple regression equation as dis- 
played in table 5.5. The dependent variable in this equation is the ranking of 
state NPS programs. Since econometric questions exist concerning the usage 
of bounded rankings (1 to 10), the second column provides a logit analysis of 
the same model, this time with the dependent variable reflecting either strong 
or weak nPs programs. Obviously, the model is not completely specified. For 
instance, the equation only includes the farm sector and not other NPs 
polluting sectors such as mining and forestry. Nor does the equation include 
potentially important political variables such as party of the governor. This 
accounts for the low R-square term. Nevertheless, the variables for agricul- 
tural presence and affluence are again statistically significant beyond the 0.05 
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Table 5.5 Determinants of State Nps Control Programs (dependent var. = ranking 
of sT NPS programs: I-10 or 0-1) 


Independent Variables OLs Estimation Logit 
constant =0:31 —7.40* 
(2.23) (2.77) 
npsriv? —0.02 =0:03 
(0.02) (0.20) 
fmgsp> O22 O:21* 
(0.10) (0.11) 
pipcs 0.42* 0.46* 
(0.17) (0.20) 
piindex4 1.73 2.98 
(2.98) (3.40) 
pc208¢ —0.43 —0.38 
(0.39) (0.41) 
R square 0.2 
Chi square 13.54 
significance level 0.05 


*significant at the 0.05 level 


a. % of state rivers affected by NPS pollution 
b. farm sector as % of gross state product 

c. personal income per capita 

d. index of party competition and turnout 

e. dollars of federal 208 aid per capita 


level. Further, the logit equation is statistically quite powerful, indicating 
that state variance in this area is significantly influenced by these important 
variables. 

Third, the ranking is used to examine those states studied ten years before. 
Indeed, the current rankings reflect considerably more variance than existed 
before. Current data suggests that the states that Crosson studied have 
indeed changed their programs. On my scale of 1 to 10, 10 being the most 
comprehensive, the states in table 5.1 received scores of, respectively, 10, 7, 
2, 4, 8, and 6. Iowa is perhaps the most interesting case. Crosson and 
Brubaker were quite critical of Ilowa’s program in their survey, terming the 
state’s efforts, particularly in soil conservation, as “not very effective.”52 Ten 
years later, many observers describe Iowa as having a superlative NPs pro- 
gram. The FREE surveys, specifically, score Iowa a 4 out of 5 for the scope of 
their NPS activities and a ro of ro for their soil conservation program.53 
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When | asked several lowa policymakers about this change, they agreed that 
the state effort had changed considerably in the last few years. Increased 
resources, commitment, and experience had all improved the program dur- 
ing the period when states were being “revitalized.” 


Overall performance of the states 


States have become more responsive to the NPs problem in the last few years. 
Comparisons of all fifty states show that some of the states with the worst 
problems, particularly those with relative affluence, are also those that have 
developed the toughest programs. 

Before considering the Iowa case in depth, mention should be made of two 
issues where states have exceeded federal guidelines and are independently 
developing innovative approaches that could affect Nps pollution control. 
First, one phenomenon is broadly known as organic farming. Currently 
consisting of less than 10 percent of American agricultural output, organic 
farming involves growing produce with less fertilizers and pesticides. Each 
farmer’s smaller output is balanced with higher premiums on healthier food. 
In Europe, for instance, where organic farming is more popular, one survey 
suggests people will pay as much as 35 percent more for organic food.°4 The 
cost-effectiveness of this kind of farming is also enhanced by improvements 
in soil fertility. Fledgling efforts in several states already show promising 
signs of success.55 

Second, states have begun consideration of systems of water pricing. 
Although not yet applied to Nps pollution, water rights systems created 
through federal reduction of discounts for users and voluntary transfer of 
rights have already been proposed.5¢ Experimentation with such proposals is 
ideal for the state level, especially in light of this analysis, which suggests 
some responsiveness to need by policymakers.57 


Leading State Behavior in nes Water 
Pollution Control 


Data from the preceding analysis facilitates identification of lowa as one of 
the leading states in nonpoint source pollution control. lowa developed an 
early NPS program (table 5.1), displays a strong regulatory component (table 
5.3), has experienced considerable success with RcwP efforts (table 5.4), and 
scores highest on the ranking used in table 5.5. lowa is an interesting state to 
examine for NPs control. Iowa is “the preeminent Corn Belt state.”5% Given 
that more than ro percent of the gross state product of lowa comes from the 
agricultural sector (narrowly defined), it should not be surprising that NPs 
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pollution has always been a serious problem. What may be surprising is that 
Iowa has developed one of the most effective NPs programs in the country. 
This section describes the program, with attention to its supersedure of 
federal guidelines, and then offers some explanations for its development. 


Description 


NPs pollution in Iowa results almost entirely from agricultural activities. 
According to the latest data, all assessed stream miles in the state were 
impacted “to some degree” by agriculture. In nearly all cases, agriculture was 
also the primary NPs contributor.5? The potential for agricultural contami- 
nation is high in both surface and ground water. Pollutants include sediment, 
nitrogen fertilizers, herbicides, and pesticides. Among other unnatural 
sources of NPS pollution, only urban runoff constitutes a meaningful impact 
and it is still much less than that from agriculture.©° 

Iowans have been aware of NPs problems for several decades. Rules con- 
trolling pollution from animal feeding operations predate 1972 federal inter- 
vention by three years. The official state program directed at agricultural 
pollution control began in 1975. In response to Section 208 of the FwPca, 
Iowa began several studies to determine the severity and extent of NPs 
pollution within the state. Recommendations of the studies were incorpo- 
rated into the 1979 Water Quality Management Plan. The early program 
concentrated on soil conservation and sediment control.¢! State officials 
relied on traditional conservation measures and voluntary participation.®2 

Since 1979 the state has expanded the scope and stringency of its NPS 
program. The rules on animal feedlots have been revised several times until 
they now exceed Epa regulations.®3 Funding for various aspects of the man- 
agement plan has been increased and numerous BMP projects have been 
conducted. Significant other programs and pieces of legislation have been 
added in recent years, including the Groundwater Protection Act of 1987, 
Iowa Soil 2000, and the management plan for meeting Section 319 require- 
ments. The organizational apparatus overseeing these programs was solid- 
ified in 1986 with the consolidation of all environmental programs in the 
Department of Natural Resources. Implementation of NPs programs is 
mainly the responsibility of the Surface and Groundwater Protection Bureau 
and the Soil Conservation Division. These programs provide education, 
regulations, and funding in ways described below. 

Education is the cornerstone of Iowa’s NPs activities. State policymakers 
believe that educating polluters of the need for responsible practices is the 
most efficient and effective way to control NPs contamination. As one admin- 
istrator explained, if you can get people to do things on their own, then the 
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state doesn’t have to go out to each individual site all the time. Further, many 
feel that most lowa farmers are receptive to training and advice, especially if 
convinced of future benefits. Statewide education efforts are conducted in 
several ways. The Soil Conservation Division relies on its nearly 500 locally 
elected district representatives to provide technical assistance, soil surveys, 
data evaluations, and BMP recommendations to local farmers.® Since these 
reps are usually farmers themselves, their advice is often well received. In 
addition, the Cooperative Extension Service of lowa State University pro- 
vides education, information, and training programs throughout the state 
and is now currently responsible for most of the training of fertilizer and 
pesticide usage.®> Further, the Integrated Farm Management Demonstration 
Project was established in 1986 to conduct demonstration activities on 
different plots with different technologies.*© The Extension Service has been 
so effective that other states are now asking Iowa for advice on funding and 
administering such a program. 

Still, regulation is utilized in some circumstances. Recently proposed rules 
call for limits on the use of atrazine, the most frequently detected agricultural 
chemical in groundwater. The rules would require that farmers in affected 
areas could apply no more than 1.5 pounds per acre per year.®7 Fertilizer and 
pesticide dealers are required to have impermeable storage areas and mixers. 
Farmers, if they use quantities of a certain size, are also subject to these 
regulations. Commercial applicators of pesticides must pay a fee and pass a 
test to be certified. Farmers applying pesticides are required to follow federal 
and state regulations for usage.©8 Above the level of individual farmers, each 
soil district must meet approved soil loss limits set by the State Soil Conserva- 
tion Committee.®? State administrators are proud of their combination of 
voluntary compliance backed by regulatory capacity. Administrators from 
two different programs both told me that while they did not feel that they had 
to use regulation that often, they would not hesitate when necessary. 

Iowa has ensured that adequate funding is available for Nps control ac- 
tivities. Much of the funding comes from fees on polluting activities, such as 
the manufacture and distribution of fertilizers and pesticides. Other money 
comes from state lottery revenues.” The money is used for administration, 
cost-sharing, and interest-free loans. Cost-sharing of up to 75 percent is 
available for conservation programs in watersheds above public lakes and 
for soil conservation practices by landowners. The money must be made 
available before compliance is forced on the individual farmer.7! The state 
legislature has also appropriated funds for interest-free loans to farmers 
using conservation practices.72 Further, the state has utilized the Federal 
Land and Water Conservation Fund to purchase threatened wetlands. Fi- 
nally, one projection for money available through the Resource Enhance- 
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ment and Protection Program in coming years suggested that it may total 
nearly $30 million per year for conservation efforts. 


Leadership 


Iowa has displayed innovative efforts in various ways. State policymakers 
have considered experimentation in creative methods such as a ban on fall 
plowing and the use of buffer zones between farming activity and waterways. 
One administrator sent copies of Aldo Leopold’s Sand County Almanac to 
his field officers to remind them of conservation needs. The state government 
has shown initiative in watershed programs. Three RCWP projects stand out. 
The state spent nearly $7 million on the Big Spring Groundwater Demonstra- 
tion Project to get farmers in a drainage area flowing into a sinkhole to 
cooperate on conservation efforts. At the Prairie Rose and Green Valley 
projects, the state achieved BMP participation levels amongst landowners 
above 75 percent within three or four years for each.73 An independent 
assessment of these projects suggests that the state, as a result of its efforts, 
will likely achieve improvements in water quality and positive net economic 
benefits.74 Few of the assessed RCwP projects in other states received such a 
positive evaluation. 

Leadership behavior by Iowa is particularly apparent in the willingness to 
formulate NPs standards more stringent than those stated by the federal 
government. Most state administrators think that the state is ahead of the 
federal government in these policy areas. Evidence for that viewpoint was 
offered by Soil Conservation director Gulliford in testimony before the U.S. 
Congress on implementation of the 1985 Farm Bill. Briefly, lowa had estab- 
lished tolerable soil loss limits on erodible lands and had achieved extensive 
cooperation when the federal government mandated acceptance of certain 
noncompliant behavior. Gulliford testified: “This action creates immediate 
problems in that it significantly reduces the conservation accomplishments 
we can expect from the program, it creates confusion on the part of farmers, 
and it undermines the credibility of the (Iowa) conservation partnership.”75 

Recent developments in the soil loss controversy are particularly illustra- 
tive. The controversy had been simmering for years. Despite the federal foot 
dragging that inspired Gulliford’s testimony, the state set plans to cut steep 
slope soil loss limits from 100 to 20 tons per acre per year. Gulliford 
characterized the federal response to me this way: “Right now, the federal 
government is more afraid of what we’re doing than supportive.” That fear 
was made manifest after a small group of lowa farmers complained to federal 
Soil Conservation Service (scs) officials that state limits would cut produce 
yields by financially harmful amounts.7¢ Receptive federal authorities termed 
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the lowa state actions as “unduly inflexible” and called for relaxation of the 
regulations by doubling allowable losses to 40 tons/acre/year.77 The scs later 
added that all old soil loss regulations, including the 20 ton/acre limit, would 
be replaced by new ones following public meetings in each county.78 The scs 
actions inspired editorial denouncements in the Des Moines Register,”? angry 
letters from conservation groups,8° complaints from state officials,8! and 
finally a confrontational meeting between U.S. scs chief Scaling and members 
of the lowa agricultural community where one farmer demanded Scaling’s 
resignation.82 A strong majority of the lowa farm community supported the 
state officials. One survey of farmers showed 60 percent denouncing the 
original complaints on the 20 ton/acre regulation by agreeing that state limits 
would “minimally, if at all, adversely affect yields in their districts.”83 Even 
the lowa Farm Bureau Federation (1FBF) said that most members did not 
want the rules relaxed.84 

The controversy only ended when the federal government backed down. 
On 6 June 1990 the U.S. scs announced that they would neither relax state 
limits nor hold county meetings.85 On 11 July scs chief Scaling was fired, 
having “rankled some farmers, professional conservationists, and environ- 
mental groups over enforcement of soil erosion standards.”8¢ Perhaps the 
bottom line on this story as it concerns the willingness of state leaders to 
exceed federal guidelines is found in a letter from the NrDCc to Chief Scaling 
dated 30 May 1990. The letter demands that “Future revisions to plans 
should also align the federal program with state efforts.” In an interesting 
shift from the 1970s, environmentalists are demanding federal adherence to 
state standards. 

Further evidence for state supersedure of federal standards is provided by 
an interest group that sometimes finds itself arrayed against environmental- 
ists. While a representative of the 1FBF admitted that their philosophy is 
generally based on the belief that “the closest government to you is the best,” 
he added that was not the case in groundwater pollution control. As the IFBF 
Resolutions for 1990 assert, “state groundwater quality standards should 
not place agricultural activities nor other Iowa industries in a disadvan- 
tageous competitive position.”8§ Thus, complementing the environmental 
shift mentioned above, polluters have shifted their efforts to more receptive 
ears at the federal level in Nps policy. 

Diffusion of state efforts across state lines is rare. Two different lowa 
officials admitted to me that they really did not communicate that much with 
other state NPs officials. In fact, as one suggested, the greatest improvement 
in the federal role would be for the national government to provide a 
clearinghouse for information so that states could benefit from each other’s 
experiences. The federal government has shown little inclination in that 
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direction. Experience in specific programs retains an emphasis on individual 
projects to the neglect of overall learning. The federal administrators of the 
RCwP admitted that the program was project-oriented to the point that little 
coordination across projects occurred. Further, as one suggested, indications 
were that Congress would move nps policy even further in the direction of 
specific, individual projects. Renewal, as this offical said, will occur only in 
individual areas such as specific watersheds. One can easily imagine that 
members of Congress prefer such an alternative with its potential for credit- 
claiming as opposed to letting a federal agency select sites and coordinate 
state efforts in the future. Another analysis suggested that the RCWP successes 
that have occurred would need to be replicated at least 600 times to alleviate 
watershed problems throughout the country, an effort that would require 
billions of dollars.89 Federal commitment of that kind of resources to facili- 
tate dissemination of state RCwP achievements is unlikely. 


Explanation 


An event occurred while I was awaiting an interview in Des Moines that 
suggests reasons for the extensiveness of the Iowa NPs control program. I 
began a conversation with another person waiting in the lobby. He turned 
out to be a soybean farmer in town to get his pesticide license. I asked him if 
that was a nuisance, fully expecting a critical diatribe about bureaucracies. 
He responded, instead, “They sent me some stuff on it, there’s something to 
it.” Two factors suggested by this story, the initiating behavior of political 
institutions and the receptivity of the polluting sector, suggest reasons for 
Iowa’s leadership in this policy area. 

Iowa’s political climate is conducive to aggressive political institutions. 
The state’s political culture is an interesting combination of economic conser- 
vatism, international dovishness, emphasis on education, and belief in pro- 
gressive reform.99 The seemingly contradictory emphases on government 
intervention and traditional values are thus reconciled with Iowa’s emphasis 
on education and voluntary compliance. The spirit of reform has stimulated 
strong, bipartisan environmental consciousness within the state over a long 
period of time. According to one top administrator, this consciousness per- 
vades the agencies responsible for relevant policies. This is recognized and 
accepted by the agricultural community. One IFBF member described their 
interaction with the lowa DNR as a “good working relationship” based on 
recognition of the different roles to be carried out. This characterization was 
echoed by an administrator who described credibility for both sides of the 
NPS issue based on the old philosophy that “good fences make good neigh- 
bors.” 
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The political institutions themselves are strong and capable. lowa’s legisla- 
ture meets annually for a limited period. Interestingly, one official suggested 
that the lack of a full-time legislature was probably a boon to progressive 
policies. Many legislators were also farmers and thus could provide both 
expertise and credibility to policy proposals. Several of these legislators, 
some with powerful positions, were mentioned by both administrators and 
lobbyists as having been quite aggressive in the Nps area. Bureaucratic agen- 
cies have credibility with elected officials and with interest groups. In fact, the 
previously mentioned Resource Enhancement Program was pushed by a 
powerful coalition of environmental agencies and environmental interest 
groups. Further, important bureaucrats enjoy direct lines of communication 
with elected officials and other relevant policymakers. Finally, one other 
factor is that resources are available for program implementation. State 
administrators seemed confident in continuing availability of resources. One 
suggested that even the discrepancy in federal funding between point and 
nonpoint sources had been balanced out somewhat due to passage of Section 
319. That availability was not deemed to be contingent on changes in elected 
personnel. As one administrator told me, the political climate had more 
impact than who was in the governor’s office did. 

A second major reason for lowa’s aggressive NPS program is receptivity to 
policy efforts based on recognition of need. Nps administrators in lowa are 
realistic about their achievements. They are modest about the high ratings 
that the state has received from outside sources and offer that they have not 
yet achieved the results they seek. They are quite proud, however, of the 
programs that have been instituted. Similar to responses that I have received 
in other states with effective programs, their simplest explanation for the 
extent of the program is that the severity of the problem was recognized and 
addressed. This recognition is not limited to actors within political institu- 
tions. According to a survey of residents taken in conjunction with the 1987 
Groundwater Protection Act, 83 percent of respondents stated that “they felt 
more needs to be done to solve ground water pollution problems.”9! That 
recognition extends to the polluting sector. The IFBF refers to its members as 
“working environmentalists.” Farmers are among the first to recognize the 
need for pollution control, especially since so many of them use ground water 
for drinking water. According to one representative, the IFBF, while still 
critical of some state programs, was ahead of both the federal Farm Bureau 
Federation and other state bureaus in the acceptance of some mandatory 
controls precisely because state members recognized the need for govern- 
ment response. 

To summarize, the case study findings are consistent with the quantitative 
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analysis in the preceding section. Iowa has developed a strong NPs control 
program because of the severity of the problem, a receptive political culture, 
capable institutions, and available resources. Neither the federal government 
nor private interest groups have a significant impact on policy efforts. In fact, 
though the IFBF says that it pressures state officials by reminding them that 
“Towa is not the only state where you can grow corn,” the federation has 
turned to the federal government for relief from stringent state efforts. 
Vertical influence is so low in this policy area, however, that the lowa Nps 
program is what continues to grow. 


Conclusions 


The dimensions of federalism governing nonpoint source water pollution 
control policy can be characterized as low in vertical involvement and low in 
horizontal competition. Federal influence by the EPA and the usDa is limited 
by traditions of voluntarism and localism. Polluters and pollutants are less 
likely than in point source policy to cross state lines largely because of the 
natural resources that are being used or affected. 

The effects of these dimensions on state behavior are apparent in the 
evidence supporting the three hypotheses of chapter 1. 

Hypothesis 1. States are quite variable in their responsiveness to NPS 
pollution, but some correlation exists between severity of the problem and 
the response of the state government. As shown in tables 5.3 and 5.5, this 
correlation is more likely when states have relatively abundant resources. 

Hypothesis 2. Leading state officials in NPs policy, at least in the case of 
Iowa, have shown ready willingness to innovate, experiment, and exceed 
federal directives. These efforts are apparent in regulatory mechanisms, 
RCWP projects (table 5.4), and the tolerable soil loss controversy that shook 
the federal scs. 

Hypothesis 3. The low level, and occasionally counterpurposes, of federal 
involvement in this policy area make dissemination of leading state efforts 
difficult. For example, the federal government provided anything but a means 
for dissemination of Iowa’s efforts to reduce soil erosion losses to other states. 

Slow overall progress in the abatement of NPs pollution will likely con- 
tinue in the near future. State administrators are the first to admit that their 
efforts need more coordination. Even the EPA, which had until recently 
sugarcoated the NPs situation, has recently admitted that “nonpoint pollu- 
tion is a major remaining water quality problem which will prevent the 
achievement of established water quality goals, even when applicable point 
source controls have been fully implemented.”92 Compare that admission to 
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this EPA assessment two years earlier: “EPA can report that a significant 
amount of activity and resources is being devoted to identifying and control- 
ling nonpoint source pollution problems at the Federal, State, and local levels 
of government.”?3 Nevertheless, the willingness of some states to exceed 
minimal federal guidelines suggests that federal policymakers should be 
careful about how they intervene in this pressing situation. 


en i 


6 The State of State Leadership 


Two hundred years ago, James Madison warned of the behavior of state 
governments with the following account: 


It is no longer doubted that a unanimous and punctual obedience of 13 
independent bodies, to the acts of the federal Government ought not to 
be calculated on. ... How indeed could it be otherwise? In the first place, 
Every general act of the Union must necessarily bear unequally hard on 
some particular member or members of it, secondly the partiality of the 
members to their own interests and rights, a partiality which will be 
fostered by the courtiers of popularity, will naturally exaggerate the 
inequality where it exists, and even suspect it where it has no existence, 
thirdly a distrust of the voluntary compliance of each other may prevent 
the compliance of any, although it should be the latent disposition of 
all.1 


Madison foresaw the fears of state parochialism which pervade the forma- 
tion of many domestic policies even today. Until recently, Madison’s fears 
appeared warranted at least in the area of environmental policy. The record 
showed a “historic lack of attention and occasional resistance to natural 
resource and pollution control programs shown by state officials.”2 Nev- 
ertheless, in the early 1970s American politicians gave state policymakers 
ultimate responsibility for the implementation and efficacy of pollution con- 
trol policies. Many argue that within the last few years, state governments 
have taken the lead in these policy areas.3 The extent, depth, and impact of 
that leadership has been the subject of this book. 

The thesis of this work is that state leadership is affected by what I call the 
dimensions of federalism: the vertical dimension of federal involvement in 
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state behavior and the horizontal dimension of interstate competition within 
each policy area. This chapter reviews that argument and offers cross-policy 
perspectives that could not be considered in the previous chapters, which 
dealt with single policy areas. First, | summarize the model of state leadership 
in pollution control policies, discuss the dependent variable and its impor- 
tance, and recount the independent variables often used to explain variation 
in state policy outputs. Then I reconsider the dimensions of federalism and 
how they differ between policies. Second, I will recapitulate the findings on 
the specific hypotheses that were generated by the model in chapter r. 
Comparative results between policy areas will be made explicit. Finally, I 
briefly speculate on the generalizability of the model to pollution control 
policies in the future, other environmental issues, and other domestic pol- 
icies. 


A Model of State Leadership in Pollution 
Control Policies 


State leadership in pollution control policies 


The dependent variable in this study has been and will continue to be 
important. Prior to the policy developments discussed in the individual 
chapters, governmental impact on environmental issues almost completely 
depended on state and local policymakers. The significant increase of federal 
involvement in the early 1970s did not diminish the overall importance of 
state behavior. Rather, state governments were assigned new responsibilities, 
which varied between policies. The 1980s brought increased authority to 
state governments in nearly all environmental policies as the Reagan admin- 
istration delegated and decentralized.* The Bush presidency has shown little 
inclination to change this reliance on state governments, nor can centraliza- 
tion be expected in times of federal budget deficits and general criticism of 
big government. In the 1990s more people will look to the state governments 
for leadership in these policy areas. If air and water pollution control are 
important to quality of life, then the leadership of state policymakers is 
crucial. 

Are state governments providing the leadership necessary for effective 
pollution control in the United States? No simple answer to this question 
exists. Subsequent sections of this chapter will be more explicit, but ob- 
viously state leadership is indeed a variable, not a yes or no proposition. This 
book has used a model with the following components to assess the consis- 
tency and the exceptionalism of state leadership. 
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Potential determinants of variation between states 


In chapter 1, I utilized extant literature to develop a model of variation 
between state governments. State governments are arguably affected by the 
severity of policy needs, the pressure of relevant interest groups, the avail- 
ability of resources, political culture within the state, and federal aid. These 
variables were combined into one model and used in numerous assessments 
of the behavior of all fifty states. The model itself is generally fairly powerful, 
as reflected by the significance levels of most of the equations. Each variable 
displays importance at least once, although measures for political institu- 
tions are rarely significant. On the other hand, the affluence variable (pipc) is 
often strong, lending considerable support for the logical argument that a 
state’s behavior is often influenced by the availability of resources. 

This model of variation between states warrants utilization in its current 
form but also further expansion. It can tell us much about the consistency of 
state performance within specific policy areas and has been the subject of 
much recent literature.5 This book builds upon that literature by expanding 
the model across policy lines. To understand the leadership of states in policy 
efforts, specific policies warrant differentiation and comparison. Indeed, 
pollution control policies differ in important ways. These differences have 
received considerably less attention in the environmental policy literature.¢ 
This book has argued that such differentiation is necessary in order to 
understand the extent, depth, and impact of state leadership. I placed the 
preceding model within two theoretical dimensions of federalism. 


Vertical involvement 


Policies differ along the vertical dimension of intergovernmental relations. 
Federal policymakers have assigned state governments different responsibil- 
ities in different policy areas. Further, the federal government maintains a 
greater presence in some policy areas than in others. Of the four policies 
examined, the federal presence is greatest in point source water and mobile 
source air pollution control. In both cases, the federal government has been 
involved in specifying means of attainment for state governments: NPDES 
standards and potws in the former, inspection and maintenance programs in 
the latter. Vertical involvement has been lower in stationary source air and 
nonpoint source water pollution control policies. In both cases, the federal 
government has set attainment goals for the states (ambient standards in air, 
Section 208 guidelines in water) but has left methods and procedures largely 
up to state policymakers. 
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Nuypotheses 


Horizontal competition 


Policies also differ along the horizontal dimension of interstate competition. 
States can compete with each other over both polluters and pollution that 
can cross state lines. Of the four policies examined, horizontal competition is 
greatest in stationary source air and point source water pollution control. 
Polluters can viably threaten relocation as single entities and can release their 
pollutants into wide-ranging media (high levels of the atmosphere for air, 
strong rivers for water). Horizontal competition is lower for mobile source 
air and nonpoint source water pollution control policies. In both cases, 
polluters are too numerous and diverse to threaten relocation collectively. 
Further, they release their pollutants in ways that are less likely to cross state 
boundaries than are pollutants from their stationary, point source counter- 
parts. 

The accounts in the case studies therefore verify placement of the pollution 
control policies in the cells of figure 1. Indeed, policies can be differentiated 
according to dimensions of federalism. What does that tell us about state 
leadership? 


Performance of the Model 


The model of state leadership within the dimensions of federalism was tested 
with three hypotheses. The results are summarized comparatively in this 
section. 


Hypothesis 1. Some correlation between severity and response is apparent at 
the state level, but overall matching varies according to the dimensions of 
federalism: 

a. when vertical involvement is low and horizontal competition is high, 
matching is less apparent; 

b. when vertical involvement is high and horizontal competition is low, 
matching is more apparent; 

c. when vertical involvement and horizontal competition are both high or 
low, matching depends on other variables. 


This hypothesis considers the extent of state leadership. State governments 
can provide national leadership with consistent policy responsiveness to 
policy needs at the state level. Indeed, one of the most important debates in 
the current literature on federalism concerns the relative impact of the needs 
variable in models of state government behavior. According to the state 
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resurgence argument, the impact of policy needs on policy responses at the 
state level may become more noticeable as states develop responsive institu- 
tions. Evidence to date on this question is and continues to be mixed. Some 
correlation of response to presence of pollution is apparent in all four policy 
areas (tables 2.7, 3.4, 4.3, and 5.5). However, the findings in the case studies 
also suggest that the appropriateness of response varies across policy lines in 
ways that reflect the hypothesis stated above. 

Evidence on the three qualifications of Hypothesis 1 is telling. In stationary 
source air policy, where vertical involvement is low and horizontal competi- 
tion is high, state governments exhibit widely variant behavior. The needs 
variable is less deterministic in substantive policy responses (tables 2.7 and 
2.8) than it is for symbolic outputs like intentions (table 2.4) and expendi- 
tures (table 2.5). Quite the opposite occurs when vertical involvement is high 
and horizontal competition is low, as in mobile source air pollution control. 
States suffering from greater severity of pollution are likely to have the 
strongest responses (tables 4.4 and 4.5). In the two areas of water pollution 
control, when the dimensions of federalism are in balance, the likelihood of 
matching is significantly affected by the availability of resources to the state 
government (tables 3.7, 5.3, and 5.5). 

The most obvious conclusion from the apparent variation in state match- 
ing behavior is that not all states are responding appropriately to policy 
needs within their borders. For strong programs to be apparent, weak pro- 
grams must also exist. If matching between need and response were always 
high and weak programs existed only where pollution was low, this would 
not be a problem. However, this is not the case. Indeed, the four states 
examined closely score highly in most, including overall, environmental 
scales. For example, in its 1987 summary, FREE ranked Wisconsin, Califor- 
nia, North Carolina, and Iowa as 1, 2, 6, and 8 out of the fifty states.”7 Some 
states never make the top ten in any specific policy area. These potential 
“pollution havens” can affect not only the local residents but also the be- 
havior of other state governments. One cannot assert that the resurgence of 
the states described in chapter 1 has occurred across the board. 

These results generate several other conclusions. First, support for the 
hypothesis suggests that the dimensions of federalism do have an impact on 
the likelihood of matching at the state level. Second, when the dimensions of 
federalism are not unbalanced enough to sway the model in either direction 
(toward or away from matching), then responsive behavior by state govern- 
ments is more likely to occur when it is affordable. Third, as other analysts 
have warned, drawing conclusions about state behavior based on symbolic 
responses such as expenditures may be unrealistic.® 
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Hypothesis 2. The lower the level of interstate competition in a policy area, 
the more likely that leading state programs supersede federal guidelines. 


This hypothesis examines the depth of state leadership. For state leaders to be 
important, state policymakers have to show the willingness to innovate, 
experiment, and go beyond what higher authorities require of them. Innova- 
tions and creativity were apparent in all four case studies. As the hypothesis 
suggests, however, the potential for interstate interaction affects the depth of 
those developments. Innovations in stationary source air (e.g., Wisconsin 
market incentives) and point source water (e.g., North Carolina basin per- 
mitting) are state modifications on existing federal practices rather than 
dramatic supersedure of federal standards as in mobile source air (e.g., 
California tailpipe emission controls) or nonpoint source water (e.g., lowa 
soil loss regulations). 

Another interesting finding on this hypothesis stems directly from the 
interstate dimension and relates to the discussion of horizontal competition 
in chapter 1. Many of the innovations at the state level are realized only after 
exhausting political fights. Wisconsin’s air toxics rule, North Carolina’s 
aquatic toxicology program, Iowa’s soil loss regulations, and Los Angeles’s 
air quality plan all inspired serious opposition. As the interstate differentia- 
tion of these policies would suggest, however, only in the former two did the 
opposition use viable threats of exit. In lowa and California, opponents of 
the plans relied on voice to try to alter or modify the proposals. 


Hypothesis 3. The higher the degree of vertical involvement in a policy area, 
the greater the dissemination and coordination of leading state efforts. 


This hypothesis concerns the impact of state leadership. For state leaders to 
have an impact on overall state behavior, other states must follow their lead. 
The development of other state programs can include either the diffusion of 
leading efforts or the coordination of interstate behavior. The degree of 
federal involvement is a key determinant of such development. The federal 
government now plays an active role in the pollution prevention program 
begun in North Carolina and continues to force other states to adopt Califor- 
nia’s emission standards by copying them in federal legislation. On the other 
hand, in policies where vertical involvement is low, coordination of state 
efforts is problematic. Despite regional proposals like Wisconsin’s, ameliora- 
tion of acid rain control awaits federal involvement in state efforts.? States 
such as Iowa continue to act autonomously in the control of nonpoint source 
pollution, and in fact, federal coordination through programs like the RcwP 
seems to be diminishing. 
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Analysis of this hypothesis also sheds some light on a theoretical discus- 
sion in chapter 1. Policies with heavy vertical involvement allow state leaders 
to expand the scope of “conflict” on specific issues by nurturing their rela- 
tionship with the federal government. California’s consistent anticipation of 
federal reactions to waiver requests and North Carolina’s provision of infor- 
mation on pollution prevention facilitate federal consideration of innova- 
tions that then become national in scope. These experiences provide sharp 
contrast to the lack of federal involvement in Wisconsin’s air toxics pro- 
posals and the icy federal reception to lowa’s attempts to institute soil loss 
regulations. Toxic air pollutants and erodible lands remain issues contested 
in narrow arenas. 


Broader Implications for the Model 


How generalizable are these results? The model of state government leader- 
ship that includes attention to dimensions of federalism offers important 
findings on pollution control policies. Can it provide insight into future 
developments in these areas, other environmental issues, or even other do- 
mestic policies? I offer some speculation on these questions in this section. 
These conjectures are offered not as answers but as questions for possible 
future research. 


Future pollution control efforts 


To consider possible future developments in these areas, I discuss three sets of 
important actors in the model. First, many state policymakers have the 
knowledge and the motivation to lead public efforts. As described numerous 
times in the case studies, policymakers in leading states know the impact of 
variables such as federal influence and horizontal competition on their lead- 
ership behavior. In terms of motivation, I believe that many leading state 
policymakers seek to disseminate their ideas solely for the sake of effective 
public policy. But even if that did not suffice, policymakers would be moti- 
vated, as California air administrators attested, by recognition of the need to 
narrow the gap between strong and weak states. As a result, I expect to see 
more efforts by state policymakers to address the impacts from federal 
dimensions. These may include attempts to diminish the impacts of negative 
interstate competition, Wisconsin’s regional acid rain settlement for exam- 
ple, and more utilization of vertical involvement through solicitation of 
federal assistance in interstate seminars such as North Carolina’s Pollution 
Prevention conference. 

Second, public good interest groups also recognize the potential impacts of 
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dimensions of federalism on pollution control efforts. The leadership activity 
of state governments is becoming increasingly apparent to more environmen- 
tal groups. I anticipate more application of environmental efforts at state and 
local levels than may have been the case twenty or even ten years ago. For 
instance, the Greens party is trying to build strictly on a local basis in the 
United States.!! Nevertheless, environmentalists do recognize that in some 
issues, the impact of horizontal competition on state efforts precludes sys- 
tematic state responsiveness. In those instances, environmental groups may 
then concentrate their pressure on changing the vertical dimension of the 
policy. This seems to have been the case with the latest version of Clean Air 
legislation. Previously reluctant to specify means of attainment in stationary 
source control, federal policymakers, under considerable pressure from en- 
vironmental groups, have taken the dramatic step of regulating specific 
power plants in order to abate acid rain. 

Third, business and industry groups may also emphasize selective lobbying 
strategies based on federal dimensions. First, aware of the aggressive efforts 
of some state governments, business interests could concentrate more of their 
resources on federal policymakers in these instances. In particular, these 
groups will seek federal restraints on aggressive state programs, as has the 
Iowa Farm Bureau Federation. On the other hand, polluting groups will 
retain their focus on the state level in cases of undeveloped programs. Indus- 
trial groups will not easily relinquish pollution havens that may now exist, no 
matter how much potential influence state leaders exert. Depending on the 
success of polluter efforts, the variation between state programs could per- 
sist, if not actually increase. The combination of these factors suggests that 
state governments will be the battlegrounds for important pollution control 
issues in the years to come. 


Other environmental issues 


Theoretical impacts of the dimensions of federalism are apparent in other 
environmental policies. One important issue concerns the disposal of haz- 
ardous wastes.!2 Despite the Resource Conservation and Recovery Act of 
1976 and the Superfund of 1980, meaningful vertical involvement in state 
government behavior has been low. Federal efforts have often been charac- 
terized as either “dilatory”!3 or even scandalous.'+ Occasionally, the EPA 
would take the lead in a cleanup, but often the federal government provided 
some funds and then let state governments develop the plans and do the 
work.!5 Horizontal competition over avoidance of hazardous waste deposits 
has been so pervasive that it has earned an acronym: NIMBY for Not In My 
Back Yard. States and localities have fought to avoid deposits of hazardous 
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materials in their locales. Only in the last few years have states such as New 
Jersey, Minnesota, and California shown the leadership necessary for ef- 
fective public response.!¢ By 1987 twenty-nine states offered incentives to 
reduce or recycle hazardous wastes and twenty-nine states have Superfund 
statutes.17 State leadership has prompted changes in the vertical dimension 
as the federal government now requires hazardous material inventories, 
emergency plans, and “cradle to grave” tracking of wastes.18 

Another area of environmental policy where the dimensions of federalism 
conceivably affect state leadership is in the development of alternative energy 
sources. Vertical involvement in this policy area before the 1980s displayed 
an interesting mix of federal funds and state administered programs, such as 
the State Energy Conservation Program and the Solar Energy and Energy 
Conservation Bank.!9 States showed increasingly effective leadership with 
these programs until the drastic cuts of the Reagan administration in the 
early 1980s.2° Now state policymakers act rather autonomously with low 
federal involvement. Some states such as California and Wisconsin continue 
to develop alternative sources of energy. Interestingly, the horizontal compe- 
tition in this policy area may be of a more positive nature than exists in most 
other environmental issues. Presumably, states that develop energy efficiency 
without the costs, including externalities, of fossil fuels, can offer both 
cleaner living as well as cheaper energy in the future. Such progress may 
stimulate horizontal competition between states over creative developments. 

Finally, although beyond the scope of this work, one could utilize theoret- 
ical dimensions of analysis similar to those herein to address two different 
levels of analysis. First, like state governments, local governments are also 
seriously affected by vertical involvement and horizontal competition. Prom- 
ising work on environmental issues at the local level might incorporate these 
structural dimensions in future studies.2! Second, altering the level of study 
in the opposite direction, global environmental policies are subject to serious 
influence from structural dimensions. Vertical involvement in these issues can 
take the form of United Nations resolutions, world conferences, or multi- 
country agreements such as the Montreal Protocol.2? Horizontal competi- 
tion obviously exists across international boundaries. National leadership on 
issues such as global warming and the protection of endangered species could 


be the subject of future studies using a model similar to the one developed in 
this book. 


Other domestic policies 


State leadership in numerous American domestic policies may be affected by 
the theoretical phenomena described in this book. Many social welfare 
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policies, for example, involve low vertical involvement and high horizontal 
interaction. Thus inconsistent state leadership and high variance between 
state programs has resulted. For example, state governments make funda- 
mental decisions on the basic needs of recipients of Aid to Families with 
Dependent Children. State payments varied in 1987 from $114 per month in 
Alabama to $533 per month in California.23 State policymakers decide 
maximum monthly food stamp benefits with a resulting range of $308 per 
family of three in Hawaii to $117 in California.2+ State governments decide 
on eligibility for programs like Medicaid where the percentage of poor 
receiving coverage ranges from 20 to 9o percent.25 In these and other domes- 
tic issues, the relocation of policy recipients leads to increased horizontal 
interaction between states. State governments may well compete in a down- 
ward cycle to avoid an influx of such beneficiaries.2° Again, although system- 
atic study falls beyond the scope of this work, application of a model that 
differentiates policies by federal dimensions may be revealing in these issues. 


Conclusion 


In great centralized nations the legislator is obliged to give a character of 
uniformity to the laws, which does not always suit the diversity of 
customs and of districts; as he takes no cognizance of special cases, 
he can only proceed upon general principles; and the population are 
obliged to conform to the requirements of the laws, since legislation 
cannot adapt itself to the exigencies and the customs of the population, 
which is a great cause of trouble and misery. This disadvantage does not 
exist in confederations; Congress regulates the principal measures of the 
national government, and all the details of the administration are re- 
served to the provincial legislators. One can hardly imagine how much 
this division of sovereignty contributes to the well-being of the the states 
that compose the Union.?7 


This chapter began with a quote from Madison and finished with one from 
Tocqueville. These issues do not reflect new questions but rather renewed 
interest. The federal structure, which Madison viewed with such potential 
wariness and Tocqueville with such potential acclaim, still holds significance 
in affecting the behavior of important participants in the policy process. 
Pollution control policies in the United States vary according to the dimen- 
sions of federalism. The vertical involvement of the federal government and 
the horizontal competition from other states significantly affect the state 
leadership that is so crucial to progress in these policies. Future policy efforts 
may well depend on understanding the effects of these dimensions. 
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